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WHAT SHOULD WE TEACH ABOUT SHOPPING BY MAIL?

Dr. Brenda Cude and Dr. Rosemary Walker
Southern lllinois University
Carbondale, lllinois

In 1980, nearly 10 percent of all merchandise sales were
through catalogs, accounting for $29.8 billion worth of goods 1.
Mail order purchases are expected to increase; one prediction
is that by 1985, consumers will make 15 percent of their purchases
by mail [6].

in a recent survey of 349 Southern lllinois residents, 73
percent purchased merchandise through the mail; 58 percent had
placed an order in the last six months. Additionally, 44 percent
of those who purchased merchandise through the mail had
experienced problems with mail orders. [3].

Mail order problems are not unique to Southern liinois;
consumers nationwide are plagued by problems with these tran-
sactions. During the period between October 1, 1977 and June 30,
1978, 27 percent of all complaints logged by the FTC involved 2
purchase through the mail [5]. One in five complaints recorded
by the Council of Better Business Bureaus in 1980 related to
mail order companies [2].

In response to consumer complaints, the Federal Trade
Commission (FTC) issued a mail order merchandise rule in 1975.
In previous research, however, the authors found that few Southern
illinois consumers were familiar with the rule’s provisions. Because
the FTC rule emphasizes companies’ responsibilities to deliver
merchandise on time, consumers’ general lack of knowledge may
be related to its narrow scope. While Southern lllinois consumers
experienced a wide range of problems, only 32 percont were
covered by the rule.! Other situations not covered, such as poor
quality, damaged, or out-of-stock merchandise and unexpected
substitutions accounted for the remaining 68 percent of the prob-
lems [3].

Overall, 70 percent of the Southern lllinois consumers took
action to resolve problems when they occurred. Action to remedy
problems was less likely for the following: poor quality, damaged,
and out-of-stock merchandise and delayed deliveres [3]. To take
advantage of the protection offered under the FTC rule, consumers

'The major provisions of the FTC rule specify that if the seller promises
delivery by & certain date but cannot deliver as promised, the consumer must be
given the option of canceling or agreeing to a new date. Sellers who do not
specify delivery dates must defiver within 30 days or give the consumer the
previously described options. Consumers who choose to cancel must receive full
refunds on prepaid orders within 7 business days. The rule does not apply 1o
certain merchandise such as photo finishing, magazines, seeds and plants,
-J‘ ~sgative option plans (book, record clubs).
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must be aware of whether the company makes a delivery promise
and, if so, the promised delivery date. To resolve other probiems,
such as poor quality or damaged merchandise, consumers must
have avaiiable information regarding the company’s return and
refund policies. The consumer's usual source of redress information
is the mail order catalog or advertisement. If mail order company
policies are not stated or are ambiguous or unreasonable, consumers
may be discouraged from attempting to obtain redress.

OBJECTIVES

The purpose of this research was to examins the redress infor-
mation available to consumers in mail order catalogs. Specific
objectives were:

1. To examine delivery promises and return policies stated
in mail order catalogs;

2. To determine the availability of consumer reciress infor-
mation in mail order catalogs; and

3. Toidentify implications for consumer education teachers.

METHODOLOGY

A convenience sample of 97 mail order catalogs received in the
mail by the researchars was collected during Fall 1981. The catalogs
were placed into two categories: 46 gift and novelty catalogs
and 51 clothing, cosmetics, shoes, and jewelry catalogs. Other
types of specialty catalogs, such as food and needlework, and
general merchandise catalogs were excluded.

RESULTS

The catalogs were examined to identify specific policy state-
ments. Table 1 summarizes selected delivery and return promises
contained in the 97 catalogs. Mail order companies were often
vague regarding delivery promises. Seventy percent made no
statement regarding delivery time or used vague terms such as
goods wili be shipped ‘‘promptly’” or *‘pronto.”” Among those 29
companies specifying a delivery time, 15 promised delivery within
7 days or less. However, many delivery promises were ambiguous.
One company promised to ‘‘begin processing’” the order within
7 days of receipt and to notify the consumer if the ‘‘delay
was over 21 days.” Another specified no delivery date but
promised a refund if items arrived “too late.” A third misrepre-
sented the FTC rule stating, “‘Federal law requires us to specify
30 to 60 days delivery.”

The majority of both gift and clothing companies did promise
a full refund, axchange, or credit for returned merchandise. A
relatively small proportion (11%) made no statement regarding
refunds or used vague terms such as ‘“satisfactory adjustment
will be made.”
26




Table 1
DELIVERY, RETURN, AND SUBSTITUTION POLICIES

OF MAIL. ORDER COMPANIES
Number of
Catelogs Percent of

Policles (n=97) All Catalogs
Delivery Promises

7 days or less 15 16%

8to 14 days 1 1

2to 3weeks 4 4

30 days ‘6 6

4 to 8 weeks ‘ 3 3
Vague terms or no information 68 70
Refund, Exchange, or Credit

9romised in full 86 89

Vague terms or no information 11 11
Length of Time for Return

15 days or less 20 21

30 days 15 15

31daysto 1 year 3 3
Vague terms or no information 59 61
Specific Return Instructions Given

Yes 23 24

No 74 76
Substitution Policy

Will substitute 9 9

Substitute with prior consent 4 4

No substitutions made 2 2

No information 82 85

*One promises 4 weeks delivery for mail orders, 3 days for phone orders.

Contrary to what might be expected, not all companies
promised full refunds for returned merchandise. Additionally, few
companies provided consumers with specific information to assist
in returning merchandise. in over 60 percent of the catalogs,
no specific length of time was given for returns. Vague terms,
such as ‘‘return promptly’ and ‘‘return as soon as possible,"
and no information were more common in both gift and clothing
catalogs than specific time lines. in 21 percent of the cataiogs,
a relatively short period of time (in one case 7 days) was

3

O

7




specified for returns. Additionally, relatively few catalogs provided
specific return instructions. In only 24 percent of the catalogs
was the consumer given packaging or mailing instructions for
returning merchandise or procedures to follow when receiving
damaged merchandise.

One source of consumer complaints stems from companies
making unexpected substitutions for out-of-stock merchandise. The
mail order companies in this sample were generally noncommital
regarding substitutions, with no information given in 85 percent
of the catalogs.

Table 2
MAIL ORDER CATALOG REDRESS INFORMATION

Number of
Catalogs Percent of
{(n=97) All Catalogs

Location of Information

All on order blank(s) 68 70%

Order blank plus elsewhere 29 30
Customer Service Telephone

Toll-free 6 6

Mot toll-free 48 49

No telephone number 44 45

The last aspect of mail order catalog policy examined was the
availability of information to consumers (Table 2). Catalogs were
examined to determine where return policies and delivery promises,
if stated, were located. In 70 percent of the catalogs, all infor-
mation that would be pertinent to a consumer once a problem
occurs was on the order blank. Although a few catalogs con-
tained duplicate order forms, most often the consumer would
not have access to redress information once an order had been
mailed.

Finally, 55 percent of the catalogs included a customer
service telephone number for use when problems arise. A small
proportion of these (6 of 54) were toll-free numbers. Unfortunately,
the customer service telephone number was often given on the
order form. Unless a copy of the order form was made, the
consumer would not have access to the information after mailing
the order.

8 4




CONCLUSIONS

Research results indicate that mail order company policies
vary greatly. Some companies stated clear, reasonable policies,
while others provided consumers with ambiguous information or
no information on which to base expectations about the company’s
performance. In the majority of catalogs, most of the information
needed to resolve a problem was on the order form. Therefore,
consumers who do not make a copy of an order before mailing
it may not have access to information needed to initiate redress.
A surprising number of companies did provide a customer
service telephone number. Additionally, many companies were
members of the Direct Mail/Marketing Association, which operates
a Mail Order Action Line and will intervene on behalf of con-
sumers with both members and nonmembers of the Association.

IMPLICATIONS FOR CONSUMER EDUCATION TEACHERS

If consumers have had satisfactory experiences with a few
companies, they may assume all companies have policies similar to
those with which they are familiar. Such expectations may be
responsible for a number of the problems consumers encounter.
What do we need to teach that would aid in avoiding probiems
with mail order merchandise and resolving problems that do occur?
Consumars should learn the provisions of the FTC rule in order
to take advantage of the protection it offers. Additionally, before
ordering from an unfamiliar company, consumers should check:

1. Does the company make a delivery promise? if not, consumers
can expect delivery within 30 days.

2. What are the exchange, refund, and credit policies for
returning merchandise? What length of ‘ime is allowed
for returns? Who pays shipping charges for returns?
Consumers can compare among companies to find the
return policies that meet their expectations.

3. What is the company’s substitution policy? Persons not
willing to accept substitutions should specify this on the
order form.

4. Where is the information needed if problems develop after
the order has been placed? If it is on the order form, the
consumer needs to have a record at home.

Consumer education teachers might design a unit based on
mail order purchases emphasizing the above points. Students
could compare the policies of various mail order catalogs and
advertisements they collect to identify differences. Additional
aspects such as variations in postage and handling charges and
a comparison of mail order prices to local retail prices should

Q 5
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also be included. With the rising popularity of mail order purchasing,
information about this specialized market should be included
in consumer education curricula.
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FAMILY ADAPTATION TO ECONOMIC CHANGE

Sheila Fitzgerald Krein, University of Illinois
Jeanne M. Hogarth, Cornell University
Kathryn D.Rettig, University of lllinois

Americans are shifting their expectations from “...steady
growth, ever-increasing abundance, continuing improvement in the
individual’s standard of living,....and jobs for all who want to work,”
to the expectation of *‘...economic instability: recession, depression,
continued inflation, joblessness, and shortages’ [1). These obser-
vations of Yankelovich and Lefkowitz came from reviewing the
last 25 years of public opinion survey data. They describe
consumers as working through *“...the conflict and disappointment
created by the need to adapt to new, unwelcome conditions.
(Consumers) have yet to find new strategies for coping based on
lowered expectations’’ [1].
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PROBLEM STATEMENT AND PROCEDURES

This study was undertzken to investigate the coping strategies
of Hlinois families [2]. Families living in Chicago, Springfield and
Paxton were randomly selected to represent metropolitan, urban,
and rural communities, respectively. They were contacted by
telephona and were eligible to participate in the survey if they
were husband-wife households with at least one of the two
employed from 1978 to 1980. Telephone interviews were conducted
with the 602 wives during the months of December 1980 through
May 1981. Families were divided into four groups by the wife’s
age: less than 30 years; 30 to 44 years; 45 to 54 years; and
55 years and older. Chi square analysis was used to determine
whether there were significant differences among age groups.

FINDINGS AND CONCLUSIONS
The majority of families (72%) in this study felt their incomes
had not kept up with increased prices of goods and services. This
feeling was more pronounced in the families with wives 45 years
or older (77%) than among younger families (68%).

Increasing Income

A common coping strategy for many families is to send
additional members into the labor force. In the lllinois study,
57 percent of the wives had full-time or part-time employment,
higher than the national labor force participation rate at the time
of the survey. It is also possible to increase money income by
taking a second job or working overtime, although longer hours
do not always result in extra pay for farmers or salaried workers.

Producing goods and services in the home increases non-
money income. Younger families in the study were more likely
to use this strategy. They were doing more auto maintenance,
home repairs, home meal preparation, and home sewing than
their older counterparts (Table 1). Younger families may feel that
these time-intensive strategies are more likely to pay off for them
in the long run.

Table 1
HOME PRODUCTION OF GOODS AND SERVICES

Less

than 850r
Age of wife 30yrs. 30-44 45-54 More
Do more home repairs 51% 47% 36% 32%
Do more auto maintenance* 68 61 61 42
Eat out less (cook at home more)* 67 65 57 54
Sew own clothes* 49 40 41 33

(* Chi square significant at .10 or less)

Q 7
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Decreasing Expenditures

Nearly all of the families in the study reported buying less
food, alcohol, and clothing; cutting down on home energy use;
going out to movies and dinners less often; using less credit;
or taking fewer vacations. Mcre families with wives under 45
years cut back on movie and theater attendance and doctor/dentist
visits than did families 45 or older (Table 2) A larger proportion
of families 45 years and over reported using less credit in order
to reduce expenses, i.e. finance charges. Many of the older
families probably had already purchased their major appliances and
furniture and had established savings and, therefore, had less
need for credit compared to younger families.

Table 2
REDUCING CONSUMPTION

Less

Than 550r
Age of wife 30 Yrs. 30-44 45-54 More
Drove less 62% 62% 61% 69%
Lowered thermostat in winter 73 73 7 70
Used air conditioning less 71 73 74 68
Turned out lights more 73 72 74 70
Visited doctor less* 31 24 18 14
Visited dentist less* 33 26 19 16
Went to movies and theater less* 75 73 60 56
Went on fewer vacations 62 62 53 56
Bought fewer clothes 61 62 67 65
Bought on credit less often* 53 56 63 62

(*Chi square significant at .10 or less.)

Managing Resources Mors Effectively

Many families were trying to use existing resources to best
advantage by planning, effective shopping, changing standards,
recycling goods, and substituting one resource for another. Families
can substitute less expensive goods and services for more costly
ones. More families with wives under 45 years compared to older
families reported substituting self-service gas stations for full-
service stations, generic and store brands for name brands,
discount stores for department stores, and less expensive restau-
rants for more expensive ones (Table 3).
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Table 3

RESOURCE MANAGEMENT
Less
Than 55 or

Age of wife 30 Yrs. 30-44 45-54 More
Substitutions
Self-service gas stations* 84% 86% 73% 69%
Public Transportation 26 23 24 17
No-frills stores in '80-81 54 46 39 45
Generic/store brand foods* 90 90 84 70
Less expensive restaurants* 71 67 58 59
Less expensive vacations 63 64 65 55
Shopped at discount clothing

stores in '80-81 67 68 61 44
Shopping Skilis in '80-81
Used coupons 81 85- 83 85
Read grocery ads 88 91 82 94
Compared prices 95 94 92 94
Bought clothing on sale 95 96 95 94
Planning
Tried to use a budget* 90 70 57 57
Always paid credit bilis in full* 48 34 49 67
Had difficulty making credit

payments* 16 15 8 2
Had difficuity making mortgage

payments”® 16 10 4 0
Had to change plans due to rising

prices” 55 39 27 24
Used savings to pay bills* 62 38 36 31
Capital Investments

Purchased more fuel-efficient cars* 45 37 30 26
Purchased more insulation and
storm windows"* 56 63 48 35

(*Chi square significant at .10 or less)

Comprehensive planning can help families better allocate
avaijable resources for current as well as future needs. More
younger families reported trying to plan or budget how their
money would be used on a monthly basis. Younger families
were much more likely to have problems making their credit
and/or mortgage payments. And many more younger families
reported having to use their savings to pay bills.

9
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SUMMARY AND IMPLICATIONS FOR CONSUMER EDUCATORS

The families in this study responded similarly to those in
an earlier study by David Caplovitz [3). Findings from both studies
indicate that families used a variety of strategies to cope with
changing economic conditions. Many strategies adopted by families
of different age groups reflect the times in which they grew up,
as well as their present stage in the family life cycle.

The younger families, who would be most similar to high
school students, tended to substitute time and energy as resources
for money. They were more likely to produce goods in the home
rather than purchase them. They also were more likely to make
capital investments with greater long-run payoffs. In addition,
younger families also were spending more hours in the labor
force. They may be working longer hours for faster promotions
on the job, because they have fewer time pressures at home,
or because they need the added income.

Families tended to report how they were spending less as
opposed to how they were earning more. Educators, especially
those at the junior and high school ages, can discuss how to
plan for obtaining a higher paying job. They can discuss the
advantages and the opportunity costs involved in securing more

education and training for greater long-run payoffs, i.e. investing
in human capital.

Family members, and most specifically women, need to evalu-
ate whether they will make a greater long-run contribution to the
family by being gainfully employed or by engaging in household
production. This involves not only the value of their services
in the home and the marketplace, but also the opportunity
costs of their decision for personal economic security. Many of
these more complex strategies require discussions of decision-
making involving clarifying values and goals, setting priorities,
and planning for individual and family well-being.

Students need to be aware of alternative uses of resources
and the opportunity costs of each. For example, a student may
decide not to purchase a car, but to use public transportation,
so that he or she can save money for college or vacation.
Families who bought a new home recently realize they may
have to spend less on entertainment and vacations. Menu planning
not only saves money on the food budget, but may save trips
to the supermarket, thus saving time, energy, and gasoline.
Home production will save money, but require more time, energy,
skills, and knowledge.

10
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Consumer educators might focus on alternatives to buying.
Renting, borrowing, or exchanging goods and services can save
space and money. Bartering and using cooperatives are examples
of how to obtain goods at a lower price. These practices will
no doubt become more commonplace as the costs of goods and
services continue to escalate.

Less time could be spent teaching strategies widely used
by the younger families in order to give greater attention to
areas less frequently used, such as simple home repairs and
shifting savings to investment alternatives earning higher interest.
Even though more younger families tried to budget, they also
experienced greater difficulty in paying their bills and often had
to use their savings to pay bills. There seems to be a great need
for continuing and expanding lessons in financial management
principles and applications.

Consumer educators should continue to help their students and
families to adopt the conservation ethic and to appreciate the
effects of their production and consumption decisions on the
environment. Students need to be aware of the impact their
decisions have on their family’s ability to cope with the changing
economic climate, and, in turn, how their family’s decisions affect
the natural environment, the economy, and social and political
institutions.
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DIFFERENCES IN TEEN-AGE CONSUMER ACTIONS RELATED TO
EMPLOYMENT, SEX, AND CONSUMER COURSES

Dr. Barbara Pershing
University Of Northern lowa

Over 30 million teen-agers, between 13 and 19 years of age,
spend an estimated $35 billion per year (an average of $1200
per teen ager) [1]. Stampfl [2] identified common consumer
characteristics of the adolescent stage of the consumer
life cycle from the literature. Teen-age consumers were character-
ized as having the basic needs provided by parents with luxuries
increasingly provided through part-time work. They are susceptible
to peer pressures to conform, have limited product knowledge,
and limited understanding of the marketplace. Typical products
and services purchased by adolescent consumers are records,
bicycles, personal care products, clothes, and sporting goods.
Typical marketplace problems are identifying product differences,
understanding the value of money, illicit markets such as drugs,
and shoplifting temptations. While this overview gives a general
picture of adolescent consumers, there is a great deal of variation
in the teen-age stage of the consumer life cycle. Community
values and culture, demographic differences, economic conditions,
and consumer education courses are but a few of the factors that
influence the consumer actions of teen-agers.

A two-part consumer action survey was developed to gather
demographic data and information concerning consumer actions
of teen-age consumers. Consumer education teachers from home
economics, business education, economics, and social studies
served as a panel of judges for content validity of the instrument
to classes in their schools. Factor analysis produced twelve
factors. Demographic data were compared to the factor scores
using analysis of variance procedures with factor scores as the
criterion variables.

A total of 439 students from nine lowa high schools com-
pleted the survey. The students were enroiled in business edu-
cation/economics, home economics and non-consumer related
classes. Ten of the students were married; 174 were male and
265 were female. The mean Rge of the sample was 16.4 years
and the mean grade level was 10.6. This non-random Ssample
of students was representative of the students enrolled in classes
taught by the teachers who participated in the survey.

A major hypothesis of this study was that there would be
no difference in consumer actions: 1) of students who were em-
ployed and those who were not employed; 2) of male and female
students; and 3) of students enrolled in home economics, con-
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sumer education/economics, business education, or non-consumer
related classes.

Employment. Students were asked if they were presently
employed. Forty percent, or 175 of the 439 students indicated
they were employed. Eight students were employed over 30
hours per week, 103 were employed 15 to 30 hours per week, and 65
were employed less than 15 hours per week.

The employed students were asked the purpose of their
earned incomes. Eight-three percent of the employed students
listed spending money as a purpose of their earnings. Other
purposes were: recreation (77 percent), clothing (71 percent),
personal care items (53 percent), lunches (23 percent), car pay-
ments (19 percent), and all living expenses (7.4 percent). Thirty-
two percent indicated that they used some of their earnings in
other areas such as gas for cars, savings, and ‘‘support for a
drug habit.” :

There were no significant differences between employed
students and non-employed students; however, the employed
students in this sample were slightly more likely to use convenience
in market place choice, return defective items, conserve energy,
plan ahead before shopping and spending, and were less cost
conscious.

Sex. There were significant differences between males and
females in several consumer action areas. Female students
were less likely to shop at the nearest store because of conven-
ience without considering price or quality, were more likely to
use labels for pre- and post-purchase information, and were
more likely to plan ahead before shopping and spending their
money. Male students were more likely to read periodicals such as
Consumer Reports for general information and before buying
major purchases, use pre-purchase information such as warranties,
and to return defective items.

Consumer Education Course. Consumer education concepts
are taught in home economics and business classes in addition to
classes devoted entirely to consumer education/economics content.
Students enrolled in home economics classes were less likely to
buy on impulse than students enrolled in consumer economics,
business or non-consumer related courses. Consumer economics
and home economics students were less likely to consider con-
venience of the store above price and quality and students
enrolled in consumer education courses were more likely to use
pre-purchase information such as warranties and reading con-
tracts and use label information than were students enrolied
in the other areas.

o 13 17




Summary and Conclusions. A two-part consumer action sur-
vey was used to develop a profile of consumer actions of a
sample of 439 lowa teen-age consumers. Over one-third of the
teen-agers surveyed were employed part-time to earn money for
a variety of purposes. There were no significant differences in
consumer actions between employed and non-employed students;
however, there were significant differences between the sexes.
Female students were more concerned with price and quality
than convenience of the store, planned ahead before shopping and
spending, and used labels for information. Male students were
more likely to read consumer periodicals, use pre-purchase
information such as warranties, and return defective items.

Students enrolled in home economics classes were less
likely to be impulse buyers than other students. Home economics
and consumer education students were more concerned with price
and quality than convenience and consumer educatinrn students
were more likely to use pre-purchase information such as warranties
and label information than students enrolled in other areas.

Knowledge of teen-age buying practices and consumer actions
is of interest to consumer education teachers. This information
is helpful in planning a relevant and meaningfui consumer
education curriculum; however, consumer education teachers usually
have little objective information about the consumer actions of the
teen-agers intheir classes. Teachers should be cognizant of the
demographic factors that affect the consumer actions of their
students. Through the use of consumer surveys, teachers can
better understand the consumer actions of the students enrolied
in their classes. Pre- and post-evaluations using such assessment
devices can provide evidence that consumer education classes
are making a difference in the consumer actions of students.
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BOOK REVIEW

Aaker, David A. and George S. Day, editors,
Consumerism: Search for the Consumer Interest,
Fourth Edition, New York: Free Press, 1982, 500 pp.
$12.95 in paperback.

The fourth edition of Consumerism is a collection of 42
articles taken from multiple sources. Four sections have been
added to this edition, and half of the selections are new. The
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contributors, ranging from marketers to consumer advocates and
consumer economists, present a diversity of views to provide
thoughtful reading to those interested in wrestling with issues
central to the consumer’s interest.

The book, divided into 7 major sections, starts with an
assessment of the current state of consumerism. Is the recent
emphasis on decreased government regulation and a conserva-
tive political climate indicative of a decline in consumerism as a
societal force? The authors seem to think not, although they antici-
pate changes in direction, issues, and approaches.

Section Il called ‘‘Perspectives on Consumerism’ includes
both historical and current perspectives. In one article, Philip
Kotler questions some traditional marketing axioms in light of
recent changes in our economic environment. He challenges
marketers to consider their objective as maximizing the quality
of life rather than maximizing consumption. With this new objective,
they would have to take into account the social costs of production
and consumption.

The next sections of the book are organized around the
prepurchase, purchase and postpurchase phases of transactions.
The prepurchase section includes articles on voluntary consumer
information programs, disclosure requirements, and advertising.
Two interesting articles in the purchase saction deal with de-
marketing, or reducing consumption. This is an important topic
considering our renewed awareness of the scarcity of resources.

Both business and government's responses to consumerism
comprise the themes of the book’s final section. Some of the
complexities of government regulation are highlighted by four
articles from varying viewpoints. For instance, Peter Schuck
stresses the often important differences between the actual effects
of implementing a regulatory program and the well-intentioned
original objectives of the program. Joan Claybrook in ‘“‘Crying
Wolf” is critical of the traditional business opposition to govern-
ment regulations.

The book could serve as a basic text for a college course.
it would also be useful background material for high school
teachers who desire to keep abreast of controversies and develop-
ments in the consumer area. The book makes a real contri-
bution by dealing with many probilems from several points of view
so that students and teachers come to realize that the term,
consumerism, incorporates a muititude of topics surrounded by
complex issues.

(Reviewed by Dr. Rosemary Walker, Southern lliinois University,
Carbondale.)
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ILLINOIS CONSUMER EDUCATION ASSOCIATION
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THE 1984 ILLINOIS JOURNAL OF CONSUMER EDUCATION

Articles should fall into one of the following three categorias:

A. POSITION PAPER. A discussion of consumer education
issues, problems, and trends including social and economic
developments related to consumer education content,
consumer legislation, and selection of instructional
materiais.

B. RESEARCH SUMMARY. A presentation of recently com-
pleted research including: (a) the problem statement and
procedures; (b) a summary of the findings and con-
clusions; and (c) implications for consumer education .
teachers.

C. BOOK REVIEWS: A summary and analysis of textbook
and general interest books of value to consumer edu-
cators. The review should include the following infor-
mation: Title; Author(s); edition; Publisher, address;
publication date; number of pages; cost.

Format considerations:

1. All manuscripts should be double-spaced including text,
quotes, footnotes, and references. Manuscripts should be
limited to six (6) pages excluding references, tables, and
charts.

2. Subheads are encouraged to highlight the main sections
of the article.

3. Please submit two (2) copies of the manuscript.

4. References should be indicated by a number between square
brackets, which refers to the item on the “References’’
list at the end of the manuscript.

All articles should be submitted
for consideration by September 1, 1983,

Submit two (2) coples to:

LesR. Diabay

Illinols Consumer Education Association
110 S. Parkside

Normal, IL 61761
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ILLINOIS CONSUMER EDUCATION ASSOCIATION

HISTORY AND PURPOSE

The lllinois Consumer Education Association, the first state
consumer education association nationwide, was organized in 1973
to expand consumer education and foster professional growth
in the teaching of consumer education at all levels. ICEA will
strengthen the implementation of Senate Bill 977, passed in 1967
and amended in 1975, 1977, and 1979, which states:

“Pupils in the public schools in grades 9 through 12 shail be taught
and be required to study courses which include instruction in the area
ot consumer education, including but not necessarily limited to instaliment
purchasing, budgeting, comparison of prices, and an understanding of
the roles of consumers interacting with agriculture, business, labor unions,
and government in formulating and achieving the goals of the mixed {ree

enterprise system. "
PUBLICATIONS

The lllinois Consumar Educator, the official newsletter for
ICEA, is published 3 times a year (usually in September, December,
and May). This publication updates lliinois teachers on state and
national events and provides a forum for teaching ideas as well
as a review of selected course materials.

The lilinois Journal of Consumer Education is an annual
publication. This journal consists of articles, research summaries,
book reviews, and other features designed to improve consumer
education teaching.

ANNUAL CONFERENCE

The Annual Statewide Conference is a major activity
sponsored by ICEA. This three-day meeting in February affords
you the opportunity to hear important speakers in the area of
consumerism and to exchange methods of teaching with teachers
of many disciplines. A wealth of resource material is also available
for review.

WORKSHOPS

Statewide fall workshops are provided on selected consumer
education topics to assist teachers at all educational levels.
These programs are held at various locations throughout the
state.

NETWORK SYSTEM
A statewide system has been organized to improve services
to ICEA members on a regional basis. Increased membership
involvement and communication are the objectives of the network
system.

CYNTHIA PHILLIPS RICHARDSON
ICEA Membership Chairperson
Proviso West High School
Hiliside, IL 80162
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A PERSPECTIVE ON THE TEACHING OF CONSUMER EDUCATION

Dr. Stewart M. Lee
Geneva College
Beaver Falls, Pennsylvania

When | became involved in consumer education in the early
1950s, there were not very many economists involved. in fact to many
economists, consumer education was beneath their *“dignity,” in
spite of Adam Smith’s much quoted and famous statement that *‘Con-
sumption is the sole end and purpose of all production . . .”

THE MANDATING OF CONSUMER EDUCATION

How important is consumer education? What degree of impor-
tance has been given to consumer education by the professional
educators and Department of Public Instruction administrators at the
state level? If the response to this question is to be measured by the
number of states that have mandated consumer education as a re-
quirement for a high school diploma, the answer must be, *‘it is of little
importance."

it would seem obvious that the way to better prepare American
youth for their important job of being responsible consumers would be
to prepare teachers who could do the kind of job needed, and then
mandate consumer education. But unfortunately this is not the way
things are done. There are not going to be very many teachers willing
to run the risks of preparing themselves to teach consumer education
in anticipation that it will then be mandated in the curriculum as a
requirement for high school graduation. Probably the way it will be
done, if at all, will be the backward way — mandate consumer edu-
cation as a requirement for a high school diploma and then prepare
teachers to teach it. This is the way it was done in lilinois, and even
though this seems to be the wrong way to do it, pragmatically it is
probably the only way that it can be done and done effectively. The
success of this approach is dependent upon developing very quickly
an effective consumer education training program for teachers.

Should consumer education really be made a requirement for a
high school diploma? It is really all that important?

Someone asked recently whether all students should study
consumer education. To this question | replied, ‘*Of course not
— only those students who will become consumers.”
Undoubtedly, some students will become hermits, others will
choose the cloistered, monastic life, and unfortunately, sta-
tistics show that some will spend their lives in prison. All other
students should study consumer education. [1]

1

25




The possibility of having more and more states require consumer
education as a requirement for high school graduation seems rather
remote when one thinks of all the tugs and pulls with regard to what
should be required. There are strong vested interests in education,
and if an additional course is made a requirement then something will
probably have to go, and the struggle mounts.

EFFECTIVENESS OF CONSUMER EDUCATION PROGRAMS

A few observations concerning the effectiveness of consumer
education programs in a few states might be in order as we attempt to
measure successful programs.

One of the major problems | have observed in the field of con-
sumer education is that is is not an established, separate discipline
like math, English or history. Consumer education, where it is taught,
is all too frequently a second or third priority of the teacher. This is not
meant to be a criticism of the teacher, but to be realistic. Consumer
education is being taught by home economics teachers, business
education teachers, and social studies teachers, whose primary area
of interest is home eco:omics, business education, or social studies,
not consumer education. There are very few teachers who have con-
sumer education as their primary responsibility and their primary in-
terest. Can this be changed? | believe not, uniess consumer educa-
tion becomes a required course.

The same thing is true at the state level. | have observed
something that is quite obvious and that is that at the state levet where
there is at least one fulltime person in the office of the Department of
Public Instruction, whose sole responsibility is in the area of con-
sumer education, you will find a strong program developing and in
many cases this is accomplished even without consumer education
being required. | have observed states where the consumer educa-
tion coordinator at the state level, who has no other responsibilities,
has been most effective in helping to develop curricula, resource
materials, and conduct effective consumer education workshops. |
have also seen in some states consumer education as a second-class
citizen because there is no one person at the state leve! with the sole
job of stimulating consumer education.

PURPOSES AND OBJECTIVES OF CONSUMER EDUCATION
How best can the purposes and objectives of consumer educa-
tion be reached? The following points our four approaches that can
be used in teaching consumer education.

There are generally considered to be four possible methods




of implementation. They are not mutually exclusive and all
four may be used simuitaneously. They are: Individual
Teacher Approach, which focuses on the development of a
course of study taught by one educator; Team Approach,
suggests combining the expertise of several teachers for
teaching a single course; interdisciplinary Approach, which
stresses the opportunities for incorporating Consumer Edu-
cation into all courses in varying degrees of sophistication;
and System Approach, which involves the entire school
system as well as the community and the parents. [2]

If a utopian situation were present, | would opt for the ‘‘System
Approach’ — getting everybody involved in consumer education. In
the world of reality and pragmatism | think the only approach that is
going to really have any lasting continuity will come from having the
individual teacher approach, a teacher whose number one respon-
sibility is to consumer education. On paper | believe that any one of
the other three approaches would appear to be superior, but they re-
quire almost too idealistic situations which just do not exist. | am
aware of these approaches being tried successfully, but not having
lasting power. The individual teacher has the incentive to make sure
that the job is done and continues to be needed and continues to be
done. This | believe is the world of reality.

All the previous comments relate to and lead up to the purposes
and objectives of consumer education. The key purpose and objec-
tive are to help prepare our young people to take their place in the
community as responsible and thoughtful consumer citizens. A sim-
ple statement but one which contains such a challenge to consumer
educators, is emphasized in the following:

Treating dollar votes as ethical acts with serious implications
for society requires that consumer education deal directly not
only with the application of esthetic (stylistic) and instrumen-
tal (effectiveness, cost comparison) values to consumer deci-
sions, but with testing those decisions against moral values
as well. [3]

RECOMMENDATIONS FOR CONSUMER EDUCATION

Consumer education needs to include the obvious subject areas
such as money management, insurance, credit, buymanship, invest-
ments, and shelter. In addition other areas that should be considered
deal with our value systems, our responsibilities as citizen con-
sumers, an understanding of our economic system, and an
understanding of our selves — Why do we buy what we do? What
are the pressures we feel that influence us in our buying habits from

3
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our peers, from those whom we look up to, and from the $65-plus
billion dollar advertising industry?

In addition, | believe that there is an area of consumer education
that consumer educators all too frequently try to avoid and that is
those areas of consumption that have moral overtones. Most con-
sumer educators are perfectly willing to advise their students to look
for the Underwriters Laboratories’ seal on any electrical appliance as
a safety measure, but avoid any mention of the harmful effects in buy-
ing tobacco products, alcoholic beverages, illicit drugs, or por-
nographic literature. | believe that a consumer educator has a
responsibility to discuss with his or her students products and ses-
vices which represent wealth — goods and services that promote
consumer well being; nealth — goods #nd services that have a
neutral effect; and ilith — those goods and services that have a
negative effect on consumers. [4]

In the area of changes and recommendations in the teaching of
consumer education, | would urge that much more emphasis be
placed upon the consumer as a whole person instead of just
educating him or her as a consumer buyer. There is S0 much more to
the consumer role than just buying, and each consumer needs to
know that he or she has rights and also responsibitilies; that the con-
sumer does not operate in a vacuum, but is a part of a community, a
nation, and the world, and that the consumer should be a part of and
not a part from the marketplace, the economy, and the political arena.
We should be educating consumer citizens.

If these kinds of goals and objectives are aspired to by a larger
and larger number of our young people as they go through high
school, we should see improvements in them not only in their role as
consumers, but also in their role as consumer citizens.
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TEACHING ABOUT SMALL CLAIMS COURT

Dr. Brenda Cude and Dr. Rosemary Walker
Southern lllinois University
Carbondale, lllinois

Small claims court is a dispute-settling mechanism which is
relatively quick and inexpensive to use since claims for money
damages can be heard without the aid of an attorney. Most states
have some form of small claims court although rules and procedures
vary from state to state. Although the description below applies most

specifically to lllinois, various aspects are applicable to other states as
well.

The limit for claims in lllinois is $2500.' To initiate the process,
the person bringing suit (the plaintiffy completes the complaint form
provided by the county clerk and pays a small filing fee. The clerk will
then schedule the case, which will usually be heard within 30 days. A
copy of the complaint and the summons with the trial date will be
delivered to the person against whom the claim is made (the defen-
dant). The only response required of defendants who want to contest
claims is to appear in court at trial time. Defendants who choose not
to appear will lose by defauit. Either party may be represented by
legal counsel, but hiring an attorney is not necessary since the court
proceeding is informal. In fact, small claims court was established to
provide a form for individuals to plead their own cases.

On the day of the trial, after giving the litigants a chance to settle
their disputes outside the court chambers, the judge first hears the
plaintiff who must show that a valid claim exists. Then the defendant
is called to present his side of the case. The judge usually renders a
verdict immediately. If awarded a judgment, the plaintiff bears the
burden of collecting the award. If the defendant is uncooperative, the
only service most courts offer to aid in collection is the issuance of a
memorandum of judgment. This document, which places a lien on
the defendant’s property for seven years or until the debt is paid, only

prevents the transfer of property if the judgment has not been
satisfied.

CRITICISMS OF THE SYSTEM AND PROPOSED REFORMS

Several aspects of the small claims court system have been
criticized as creating roadblocks to use by individual consumers. One
is that suits by businesses (and particularly collection agencies) often
dominate the docket. When true, an original purpose of the court, to
serve the individual consumer, is subverted.

Dominance of the court by business plaintiffs may have negative
impacts on individuals. If trials are not scheduled for specific times,
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consumers may often find that they must wait several hours before
their cases are heard. Since time spent in waiting has an opportunity
cost, some litigants may leave before their trials. Furthermore, wit-
nesses may be unable or unwilling to stay to give their testimony.
Moreover, when businesses dominate the court docket the majority of
cases a consumer observes will involve attorneys, since lilinois re-
quires incorporated businesses to be represented by legal counsel.
Consumers who are unaware of this requirement may be confused
and intimidated by the presence of so many attorneys in an
“informal’’ court proceeding.

Although most states do allow business filings, some have ad-
dressed this problem by barring collection agencies from small claims
courts. Research does indicate that suits filed by individuals do repre-
sent a higher percentage of the total in courts where coliection agen-
cies are not allowed {1, p. 42]. However, when these agencies are
banned consumers who are defendants in collection cases are
penalized since their cases must be heard in formal civil court where
representation by an attorney is necessary.

Another frequent criticism of small claims courts is that plaintiffs
are often unable to collect the judgments awarded them, particularly
when the defendant defauits. Ruhnka and Weller [1, p. 166) found
that collection rates for plaintiffs in contested trials averaged 69 per-
cent across 15 courts but oniy 31 percent when the defendant de-
faulted. Measures which require an attorney’s services, such as gar-
nishing wages or attaching a bank account, may be necessary to col-
lect the judgment. Consequently, plaintiffs may not persevere in col-
lection efforts since the total time and money costs may exceed the
amount of the award if the defendant is uncooperative.

Several measures have been proposed to assist plaintiffs in their
collection efforts. One proposal would require court personnel to pro-
vide information to the plaintiff about legal collection procedures at
the time the claim is filed. To remain impartial, it would also be
necessary to inform defendants about assets exempt from attach-
ment. Some clerks might object to this expansion of responsibility.

A more drastic recommendation would require that a court official
be employed with the responsibility of collecting the awards (for a fee)
once the plaintiff has made a reasonable effort to collect on his own.
Opponents aregue that this recommendation would be expensive and
put the court in the middle of the collection process.

Several other reforms have been suggested to enhance con-
sumers’ use of small claims courts. When courts operate only during
weekday business hours, the time costs to employed individuals in-
volved in the cases may discourage their use of the system. Periodic
weekend or evening sessions would not only lower the time costs for
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many litigants but would also increase the likelihood that witnesses
would agree to appear.

Another problem consumers frequently encounter is that in cer-
tain types of cases it is difficult to present concrete evidence in the
courtroom. Although the rules of evidence are relaxed compared to
formal proceedings, some judges are more flexible and creative than
others in encouraging litigants to establish or refute a claim. A num-
ber of techniques might be used by judges to assist consumers when
evidence is difficult to present. Judges might go to the parking lot to
verify automobile damages or inspect paint jobs when estimates are
lacking. When a witness is unable to appear in court due to iliness,
distance, or employment, testimony could be given over the

telephone. Conference calls would allow both litigants to question the
witness.

Lastly, consumers often find that the court’s assistance to liti-
gants in preparing cases is inadequate. While some courts employ
legal clerks who assist litigants in pre-trial preparation, others do no
more than to help the plaintiff file the complaint. At a minimum, an in-
formation sheet should be. available stating definitions of relevant
legal terms, types of proof generally required for specific types of
cases, information on subpoening witiesses, legal rights of plaintiffs
and defendants, and available collection procedures.

LEARNING ACTIVITIES

There are several informative and interesting activities which
could be used in an advanced unit by consumer educators:

1. Arrange for the class to visit small claims crurt and talk with
the judge after viewing a court session. Previot.s arrangements will
be necessary to identify when court meets ~:.d when the judge is
available. In counties where courtroom space is limited, invite the
judge to school as guest speaker.

2. After the visit provide students with sample cases for a mock
small claims court session. Students can assume the roles of judge,
litigants, and witnesses. To prepare for their roles as litigants, they
could be required to identify types of evidence (including witnesses)
appropriate for proving or refuting the claim. Good sample cases can
be found in How You Can Sue Without Hiring a Lawyer by John M.
Striker and Andrew O. Shapiro (Simon & Schuster, 1981).

3. After visiting the court and role playing as court participants,
students could be exposed to the problems identified earlier in this
paper and the proposed reforms. Students could discuss or debate
the merits of the suggested improvements from various perspectives
— taxpayers, the plaintiff, the defendant, the judge.
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Small claims court is not a perfect dispute setting mechanism.
However, students who are aware of its intricacies may be more likely
to feel it is a viable resource when they have difficulty resolving con-
sumer problems.

REFERENCES

1. Ruhnka, John C. and Steven Weller. Small Claims Courts: A Na-
tional Examination. Williamsburg, Virginia: National Center for State
Courts, 1978.

RESOURCES FOR TEACHERS

Mods! Consumer Justice Act. Chamber of Commerce of the United
States, 1976.

Ruhnka, John C. Housing Justice in Small Claims Courts. American
Bar Association, 1979.

Warner, Ralph. Everybody’s Guide to Small Claims Court. Addison-
Wesley Publishing Company, 1980.

RESOURCES FOR STUDENTS

Consumers Tell It to the Judge: Small Claims Courts and Consumer
Complaints. U.S. Department of Justice, Office of the Attorney
General, 1980. (A free 24-page brochure)

“Could You Win in A Small Claims Court?”’ Changing Times, Novem-
ber 1982, pp. 18, 22.

FOOTNOTES

1. The exception is the Chicago Pro Se Court where claims may
not exceed $500. The court also differs from others in lllinois in
that corporations are not allowed to file claims and only defend-
ants may be represented by attorneys.

WHAT WE ARE TEACHING ABOUT
DISABILITY INCOME PROTECTION

Dr. Jean M. Lown
Utah State University

For persons younger than 65, a disabling illness or injury lasting
three months or imore is much more likely than death. A 22 year old is
seven times more likely to be disabled than to die, while the ratio is 3:1
for 35 year olds [2]. One in four workers will be disabled for at least a
year prior to retirement. [7]. Although the possibility of severe disabili-
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ty is considerably higher for the working population than the likelihood
of sudden death, Americans are far more likely to be concerned about
life insurance than disability income protection.

Social Security disability benefits were first paid in 1957; the pro-
gram now pays $18 million a year to 3.9 million disabled persons [8].
However, Social Security’s definition of disability is very restrictive
and the requirements for insured status are more rigorous than for
other Society Security benefits. ‘“To be considered disabled under
the Social Security law you must have a physical or mental condition
which: prevents you from doing any substantiai gainful work, and is
expected to last (or have lasted) for at least 12 manths, or is expected
to result in death” [7]. Strict interpretation of this definition places the
burden of proof on the disabled person. As a result of recent actions
to cut down on costs and abuses, 266,000 recipients were eliminated
from the disability rolls in 1981 and 1982 and fewer new claims are be-
ing approved|8].

The purpose of disability income insurance is to replace a portion
of lost wages when the insured is sick or injured and unable to work.
Short-term policies provide benefits for two years or less, while long-
term coverage generally extends for at least five years or until retire-
ment or death [4]. Total benefits of disability insurance are usually
limited to 60-70% of pre-disability income in order to encourage the
return to paid employment.

Most workers depend on employer-sponsored disability income
insurance to fill the gaps left by Social Security. However, more
employees (65 million) are covered by short term policies (typically 26
weeks) than by long-term coverage (21 million) [4]. A 1982 survey
conducted by the Health Insurance Association of America examined
new group health insurance policies and found that the majority of
companies continue to provide only short-term coverage [3].

Consumers face a wide variety of challenges when attempting to
obtain adequate disability income protection. Although aware of
Social Security and employer programs, most workers do not realize
how inadequate that coverage may be. Once the need for additional
protection is recognized, a more complicated challenge is determin-
ing the most appropriate risk management strategies. How well are
we preparing students to accomplish these tasks?

OBJECTIVES

The purpose of this research was to evaluate the disability in-
come protection content of college level personal finance textbooks
published 1978-mid 1983. The specific objectives were:

1. to compare the number of pages allocated to disability insur-
ance and life insurance;
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2. to identify texts which included step-by-step procedures for
evaluating disability income needs;

3. . to evaluate the adequacy of the coverage in each text; and

4. to make recommendations to consumer educators on im-
proving disability income protection instruction.

FINDINGS

The content analysis revealed that few personal finance texts
provide sufficient information for students to evaluable their disability
income needs. Most texts devote only one or two pages to disability
income protection while 5-49 pages were allocated to life insurance.
The mean number of pages devoted to disability insurance was 3.0
while life insurance chapters averaged 29.4 pages. With one excep-
tion the texts included two pages or less on Social Security disability.
Only seven texts provide a step-by-step procedure for estimating
needs.

Eighteen of the textbooks included disability in the health in-
surance chapter; six texts treated it as part of a general insurance
chapter and one included it with life insurance. Only three texts in-
cluded the word ‘“‘disability’” in the chapter title. Some texts in-
tegrated the topics of disability insurance and Social Security while
others treated them separately.

Based on the amount and quality of content, six texts were rated
“‘very good”’ for disability income protection coverage, three received
a rating of “‘good’’, and the remaining 16 were judged inadequate.
Although there is a wide range in the extent and quality of the
coverage, the topic is assigned a low priority in most texts.

DISCUSSION

Insructors make many difficult decisions in determining which
topics to include within course time constraints. If textbook content is
an indication of the relative priority assigned to disability and life in-
surance in our course, educators may want to reconsider the alloca-
tion of class time to these two topics. While death of a wage earner is
a serious financial blow to a family, a disabling illness or injury can not
only wipe out the income but entail additional expenses not covered
by health insurance. For single persons with no dependants, the
need for adequate disability income protection far outweights the
need for life insurance. With statements indicating that ‘‘disability in-
surance planning is not difficult,” [1 p. 285]) and ‘'it is easier to
calculate how much disability income insurance you should have than
to calculate how much life insurance you need’’ [6 p. 562], many texts
offer a simplistic view of disability income planning. 1t may be ‘“‘easy"
to plan income needs in the event of a total disability assuming one
can collect Social Security benefits. However, recent trends indicate
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it is much more likely that a disabled person will not receive Social
Security benefits, thus complicating the planning process. A review
of current Social Security policies regarding payment of disability
benefits would provide a worthwhile supplement to the text.

Unlike the texts, the Health Insurance Association of America of-
fers the following assessment of disability income planning. ‘‘Today,
there exists a bewildering number of disability income protection pro-
grams at practically every level of business and government. By its
sheer complexity, this makes it difficult for individuals to know all the
systems under which they may or may not be covered™ {5]. Although
84 million families have some private or employer disability insurance,
only one-fourth of those have long term coverage [4], exposing them
and their families to severe financial hardships.

Although educators are not expected to select a text based on its
coverage of a single topic, this content analysis reveals that most col-
lege level personal finance texts do not adequately cover disability in-
come protection. Thus it is the instructor’s responsibility to supple-
ment the text to assist students in planning disability income pro-
tection.

RECOMMENDATIONS TO CONSUMER EDUCATORS

Consumer educators should reevaluate the importance of
disability income protection to their students’ needs and develop ap-
propriate teaching strategies. The following recommendations are
suggested:

1. carefully evaluate the disability income protection content
of your current text and encourage more thiorough coverage
of disability income protection in future editions.

2. integrate the topics of life and disability insurance to illus-
trate their respective roles in risk management.

3. assign students to evaluate the disability income needs of a
real family and to devise risk management strategies.

4. encourage students to evaluate employee benefits along with
salary when job hunting by analyzing the employee benefits
of a major local employer.

5. integrate instruction on disability income protection with
information on changing population and employment
trends and Social Security administrative policies.

6. develop and share educational programs on disability in-
come protection.
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THE DETERMINANTS OF FINANCIAL MANAGEMENT
BEHAVIORS AMONG COLLEGE STUDENTS:
IMPLICATIONS FOR CONSUMER EDUCATION

Dr. Ramona K. Z. Heck
Cornell University

Financial choices of most consumers are more difficult today
because of fewer resources, higher costs and greater uncertainty of
our economic future [12, p. 81]. Financial management behavior can
have broad and iong-term consequences. Planning and implemen-
ting activities of consumers are direct approaches to managing our
complex financial environment within which financial choices must be
made. Thus, the development of a set of routine financial manage-
ment practices or behaviors should lead to a greater probability of
financial success as well as security. Examples of such behaviors in-
clude regular financial goal-setting and estimating expenses and in-
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come on a reoccurring basis. These behaviors or practices are ad-
vantagecus for any consumer.

The economic realities of inflation and uncertainty of the last
decade have had a specific effect on the costs of attaining a college
education. Students and their families are faced with a particular
price squeeze in terms of the cost of higher education. The Higher
Education Price index (developed by D. Kent Halstead for HEW)
reached 203.4 for the fiscal year of 1981 compared to the 1971 base
year of 100 [6, p. 17). This upward trend in the costs of education is
expected to continue for the next several years. The high costs of
education present financial management difficulties for students
which will affect their choices of whether or not to attend college and
their ability to finish degree programs. The higher costs of obtaining a
college degree also affect the rate of return which students will
receive as a result of their education. Rates of return for college
students graduating before 1970 have been estimated between 10
and 12 percent {2, p. 3]. Currently, rates of return have been falling
and this presents a further financial difficulty for students.

A second 1-xason for studying the financial management behavior
of students is sirply because a student's managerial skills provide an
experience base for later financial activity. The success of many
students depends upon their abilities to plan and implement their
financial goals. Further, students are not only an important group of
consumers, but their management skills and behaviors are har-
bingers of future consumer vitality in the marketplace and in the
home.

PROBLEM STATEMENT AND PROCEDURES

Financial management behaviors are defined to be planning and
implementing behaviors which relate to the financial resources and
demands faced by individuals and families. This research further pro-
poses to represent the planning and implementing activities of man-
agemen!. by the following nine behaviors:

Planning Behaviors Implementing Behaviors
1. setting financial goals 5. considering several alterna-
2. estimating expenses accur- tives when making a financial
ately decision
3. estimating income accur- 6. adjusting to meet financial
ately emergencies
4. planning and budgeting 7. meeting deadlines or bills on
one's spending time
8. successfully meeting financial
goals
9. successfully carrying out a

spending plan {11).
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According to the Deacon and Firebaugh management
framework, these financial management behaviors would depend on

and would be a function of a set of inputs; namely, demands and re-
sources [4].

The likelihood of a student engaging in any of the previously men-
tioned financial management behaviors was represented by a nomin-
ally-scaled dependent variable which assumed ordered values from 0
to 3. Sample respondents were asked to describe the frequency with
which they engaged in the nine financial management behaviors.
Answers for each behavior could be one of ts following: 0 for never, 1
for seldom, 2 for sometimes, and 3 for often. Never engaging in a par-
ticularly behavior would be a type of nonmanagement or a manage-
ment bypass routine. The probability of engaging in a particular
financial management behavior was explained by examining the ef-
fects of inputs into the management subsystem in the form of
demands and resources of students studied. Demands and

resources included general, student, and financial characteristics of
the sample members.

Data used in this research project were collected during
December 1979 via a mailed questionnaire sent to 2,697 randomiy-
selected undergraduates enrolled in three institutions of higher edu-
cation in the central New York State area. Questionnaires were
returned by 1,067 undergraduates, representing a rate of return of ap-
proximately 40 percent. The actual sample analyzed in this research
study included 877 students due to the accumulative effect of the

missing values for the research variables involved in the research
model.

RESULTS AND DISCUSSION

The actual sample used to estimate each of the nine equations in-
cluded 877 respondents. Descriptive statistics were computed for
each independent variable and for all nine dependent variables. As
hypothesized, students who were majoring in the natural sciences
were more likely to engage in one planning behavior of estimating ex-
penses accurately and one implementing behavior of meeting
deadlines or bills on time.

The number of credit hours enrolled in was consistently positive
and significant across most of the equations. This result would seem
to indicate that financial management activities were more likely to oc-
cur when the situation warrants and demands them. The more credit
hours the student is enrolled in the more pressures he would face with
less time to manage.

The final type of demands examined were the employment ac-
tivities of the students. As hypothesized, the more hours a student
works, the more likely he is to engage in financial management
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behaviors, particularly planning behaviors such as estimating ex-
penses and incomes and planning how to spend one’s money. How-
ever, honemployed students were also more likely to estimate ex-
penses accurately, meet bills on time, and successfully meet their
financial goals. It would seem that employed students engage in
more planning behaviors as a result of necessity. On the other hand,
nonemployed students seem to be more likely to engage in imple-
menting behaviors.

The second major group of variables represent resources as in-
puts. These variables including human and material resources were
expected to influence the likelihond of engaging in management be-
haviors. Females were e.:pected to be more likely to engage in both
financial planning and implementing behaviors. In general, planning
behaviors were less likely among females while implementing
behaviors were more likely to occur.

Nonwhites were less likely to estimate income accurately and
more likely to plan or budget how to spend their money and more like-
ly to successfully carry out 2 spencing plan. There would seem to be
a somewhat positive relationship between financially-disadvantaged
background anc¢ an increased likelihood of engaging in implementing
behaviors.

The effect of being married was positive if significant. As
hypothesized, the physical independence and the state of being on
one’s own would seem to foster the probability of engaging in particu-
lar financial management behaviors. Married students are more likely
to engage in planning as well as implementing behaviors.

Seniors and students with higher grade point averages were con-
sistently positive and significant across most of the equations. These
results would seem to indicate that financial management activities
are more likely to occur when the manager involved has a higher
academic ability and mare experience in handling his own affairs.

The material resource of total income increased the likelihood of
setting financial goals as was hypothesized. If a student was receiv-
ing financial aid, he was more likely to estimate his income accurate-
ly.

If a student was financially dependent on his parents and per-
ceived his income as inadequate for his needs, he was less likely to
engage in financial management behaviors. A student’s financial
dependence on his parents was significant in discouraging implemen-
ting behaviors such as adjusting to financial emergencies and suc-
cessfully meeting financial goals. The perception of inadequate in-
come reiative to one’s needs consistently discouraged both planning
and implementing behaviors of students. As hypothesized, one’s
perception of income adequacy may result in a sense of lack of con-
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trol or a fatalistic outlook. In turn, financial management behaviors
seem to be discouraged.

SUMMARY AND IMPLICATIONS FOR
CONSHMER EDUCATION TEACHERS

In summary, students were more likely to engage in planning
behaviors if they were majors in the natural sciences, enrolled in a
larger number of credit hours, employed, married, and seniors.
Nonemployment status had only a positive effect on estimating ex-
penses. Students with higher grade point averages and higher total
incomes were also more likely to engage in some ot the planning
behaviors. Planning behaviors were less likely for female students
and students who perceived their incomes to be inadequate for their
needs. Nonwhite students were less likely to estimate income accur-
ately, but more likely to plan a budget.

Implementing behaviors were more likely for students who were
majors in the natural sciences, living in an apartment, nonemployed,
females, nonwhite, married, and seniors. Hours of employment had
only a positive effect on meeting bills on time. Students with higher
grade point averages and higher total incomes were also more likely
to engage in some of the implementing behaviors. Implementing
behaviors were discouraged among students who were financially
dependent on their parents and who perceived their incomes as
inadequate for their neads.

The activity level of financial management behavior is viewed as
some indication of effectiveness or probability of success in a
student’s financial matters. Educational experiences in the area of
financial management which would enhance planning behaviors are
needed by students who are females, single, beginning, and part-
time. Also, students who hold lower grade point averages, have lower
incomes, and have perceived their incomes to be inadequate for their
needs may be assisted by education experiences or services which
enhance their financial planning behaviors.
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TEACHING RESOURCES VIEWED AS MOST HELPFUL BY
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Daily newspapers (including The Wall Street Journal)
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Current Consumer, Money)

Consumer education textbooks

Government publications

Teacher-prepared materials

Publishing company filmstrips

Publishing company teaching units, cases

News magazines (Time, Newsweek, U.S. News and World
Report)

Guest speakers

Source: 1982 American Council on Consumer Interests
Conference Proceedings
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ILLINOIS CONSUMER EDUCATION ASSOCIATION

HISTORY AND PURPOSE.

The lllinois Consumer Education Association, the first state
consumer education association nationwide, was organized in 1973
to expand consumer education and foster professional growth
in the teaching of consumer education at all levels. ICEA will
strengthen the implementation of Senate Bill 977, passed in 1967
and amended in 1975, 1977, and 1979, which states:

“Pupils in the public schoois in grades 9 through 12 shall be taught
and be required to study courses which include instruction in the area
of consumer education, including but not necessarily limited to instaliment
purchasing, budgeting, comparison of prices, and an understanding of
the roles of consumers intaracting with agriculture, business, labor unions,
and government in formulating and achieving the goals of the mixed free

ont f tom.”’
Prise systam PUBLICATIONS

The lllinois Consumer Educator, the official newsletter for
ICEA, is published 3 times a year (usually in September, December,
and May). This publication updates lllinois teachers on state and
national events and provides a forum for teaching ideas as well
as areview of selected course materials.

The lllinois Journal of Consumer Education is an annual
publication. This journal consists of articles, research summaries,
book reviews, and other features designed to improve consumer
education teaching.

ANNUAL CONFERENCE

The Annual Statewide Conference is a major activity
sponsored by ICEA. This three-day meeting in February affords
you the opportunity to hear important speakers in the area of
consumerism and to exchange methods of teaching with teachers
of many disciplines. A wealth of resource material is also available
for review.

WORKSHOPS

Statewide fall workshops are provided on selected consumer
education topics to assist teachers at all educational levels.
These programs are held at various locations throughout the
state.

NETWORK SYSTEM

A statewide system has been organized to improve services
to ICEA members on a regional basis. Increased membership
involvement and communication are the objectives of the network
system.

CHERIE KERTZ
ICEA Membership Chairperson
617 - 14th Avenue
Hampton, IL 61256
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CONSUMER SOCIALIZATION IN THE FAMILY

Kathryr Rettig
University of Minnesota

The need for consumer education in the schools has been clearly
understood for a long time. However, it is often difficult to convince
state leaders, school administrators and legislators that the mandate
sr_lould remain and that dollars allocated in this way are well spent.
Findings from a recently completed study support the need for con-
sumer education at the high school level.

PROBLEM

The consumer socialization study(*) was initiated in order to gain
information about financial and consumer learning in families. The
textbooks and reference materials have extensive advice about what
parents should be doing to teach children money management, but
there is little factual information about what parents are actually do-
ing. The evidence in finance classes at the university level is that little
teaching has occurred, particularly for females. The purpose of the
study was to identify the extent to which mothers pass on financial in-
formation and experiences to their children. It was hoped that infor-
mation gained from the study would be helpful in planning effective
programs in financial education. Answers to several questions were
needed: (a) What kinds of consumer education is transmitted across
generations? (b) How do early consumer learning experiences in-
tfluence adult teaching of consumer education? and (c) Are male and
female children given equal opportunities in the family to acquire
financial management information and competencies?

METHODS

A sample of 609 mothers with at least one child under 18 years of
age was drawn by the University of lllinois Survey Research
Laboratory. The women were interviewed by telephone during
January-March, 1984 about selected attitudes, feelings about various
dimensions of family life, and financial information and values they
might have received from parents and would transfer to their oldest
child.

Respondents in the study sample had an average age of 36 years
and 74% of them were in a first marriage with an average duration of
10 years. Nine percent were married for the second time, 5% had
never married and 12% were separated. divorced or widowed. Many
of these women worked outside the household (58%), either em-
ployed full-time (36%) or part-time (22%), but a substantial number
(42%) of them were involved only in household work. Fifty-four per-
cent of them had a high school education or less while 27% had some

(*) See Footnotes 1
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college education, 12% had a college degree and 7% had completed
some graduate work.

The age of the oldest child ranged from 1to 18 years with a mean
age of 14.9 years. Two hundred nineteen of the respondents had
oldest children less than eight years of age which was 36% of the
sample. The mothers of 8-10 year olds were 12.5% of the sample,
mothers of 11-14 year olds 22.5% and mothers of 15-18 year olds
29.1%. The children included 311 (51%) boys and 298 (49%) girls.

The financial part of the questionnaire asked about nine types of
experiences or information (see table 1). The transfer of specific
kinds of financial information is only one possible indicator of financial
education or experience in the family. These nine indicators
represented important areas of consumer competencies: discre-
tionary income planning, financial planning, financial control, risk
management and estate planning. The respondents were asked if
they received this information from their parents (yes or no). If the
answer was yes, they were asked at what age they received the infor-
mation. Later in the interview they were asked if they had given this
information or experience to their oldest child and the age at which
this communication had happened. When mothers had children less
than eight years of age, they were asked how old they thought the
child should be when the information was provided.

RESULTS AND DISCUSSION

When recalling childhood family experiences, 14.3% of the
respondents answered ‘‘no’’ to all nine questions. Financial educa-
tion of the nine indicated types was not part of their conscious
memory. The women who did report some of these experiences
usually indicated two to three “yes'" answers for the set of nine ques-
tions. Only three respondents could say “yes” to all nine items and
15 additional women had eight “yes” answers. The evidence from
these selected indicators suggest minimal financial information
transfer from parents to children for female children who are now
adults in lllinois.

Table 1 reports responses of women concerning childhood finan-
cial education experiences. The most dramatic absence of ex-
perience is in record keeping (91.1%) which represents financial con-
trol of plans. This is an important learning experience for young peo-
ple since it is a subtle, but effective way to help children appreciate
the total demands on family income and how own needs must fit
within the income limits. This kind of learning works better than “lec-
tures”” and seems to encourage attitudes of “taking turns" with large
eéxpenses like winter coats or sports equipment and planning ones
own priorities in concert with priorities of other family members. The
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outcome is a more coopperative effort, reduced tension and greater

satisfaction. Record keeping also provides tangible evidence for
evaluation of how the money resource has been allocated in order to
assess progress toward important values and goal priorities.

Another absence of experience which is alarining is the participa-
tion in discussions about major family purchases like buying houses
and cars (77.3%). Such family discussions can assist children in
learning factual information, decision processes and family values
and goals.

TABLE 1. Financial Education Information and Experiences in the
Family of Orientation

o1

Question Percentage Percentage Mean
Yes No Age
(Years)
As a child did you 50.3 49.7 9.3
receive an allowance? (n=305) (n=2301) (n=238)
Did you help your 8.9 91.1 12.4
parents keep records (n=54) (n=555) (n=50)
of family expenses?
Were you taught by 41.3 58.7 12.4
your parents how to (n=251) (n=2357) (n=210)
use a budget? (aplan
for spending?)
Did your parents ever 22.7 77.3 13.8
include you in discus- (n=138) (n=471) (n=123)
sions about major
family purchases like
buying a house or
car?
Did your parents ever 27.2 72.8 13.4
tell you the amount of (n=165) (n=442) (n=132)
family income?
Did your parents tell 29.4 70.6 15.5
you about property (n=170) (n=408) (n=160)
and liability coverages
on the family car?
3




7. Did your parents ever 31.7 68.3 15.2
tell you about the (n=189) (" =407) (n=157)
amounts and types of
life insurance cover-
age your family had?

8. Were you ever in- 53.5 46.3 16.1
formed where all (n=326) (n=282) (n=329)
necessary documents
were in case of the
death of your

parents?
9. Did your parents ever 28.4 71.6 20.4
discuss with you the (n=154) (n=2388) (n=472)

contents of their will?

Table 2 indicates that adult responses in the survey have better
intentions for financial information transfers to their oldest child. The
perceived pressure for them to respond in socially desirable ways,
however, may have affected their answers. They may have reported
more optimistically than they were actually behaving and thus the
findings must be viewed with caution. Another difficulty is the amount
of missing information since there were so many oldest children who
were less than eight years of age. Despite these limitations, the
percentages seem to indicate that mothers are attempting to give
more information to their own oldest child than they themselves re-
ceived.

Only 3.8% of the mothers answered “no’’ to all nine questions
and most of them answered *‘yes”’ to four questions (mode). Twenty-
two respondents said “‘yes” to all nine items. The 92% of the sample
(cumulative percent) said “‘yes” to seven items compared to the six
‘‘yes’ answers for their childhood experiences. Despite the improve-
ments of financial education with the third generation family member,
there is still evidence of unmet educational needs. Many mothers
have not vet taught risk management. The chances are likely that if
these two kinds of facts have not been transferred, then little else has
been done in the area of risk management.

32




TABLE 2. Financial Education Information and Experiences in the
Family of Procreation With Own Oldest Child

Question Percentage  Percentage Mean
Yes No Age in
Years

1. Has this child ever 75.1 249 8.15
received an allow- (n=292) (n=97) (n=293)
ance?

2. Has this child ever 24.1 75.9 111
assisted you in keep- (n=94) (n=296) (n=94)
ing records of family
expenses?

3. Has he/she been 61.6 38.4 11.2
taught to use a budget (n=239) (n=149) (n=24)
(a plan for spending?)

4. Have you ever in- 70.5 29.5 109
cluded him/her in dis-  (n=273) (n=114) (n=276)

cussions about major
financial decisions
like buying a house or

a car?

5. Have you ever told 58.6 41.4 111
him/her about the (n=228) (n=161) (n=389)
amount of your family
income?

6. Have you ever told 56.7 443 13.4
him/her about pro-  (n=206) (n=164) (n=226)

perty and liability
coverages on the

family car?
7. Does hel/she know 43.3 56.7 11.9
about the amounts (n=166) (n=217) (n=173)

and types of life insur-
ance coverage the
family has?




8. Does he/she know 58.1 41.9 11.3
where documents are (n=225) (n=162) (n=228)
in case of your death?

9. Have you ever dis- 39.6 60.4 11.3
cussed with him/her (n=108) (n=165) (n=225)
the contents of your
will?

IMPLICATIONS FOR CONSUMER EDUCATION TEACHERS

The most important implication of the study is that it documents
the need for consumer education in lllinois. Fifty-four percent of the
women in this sample had only a high school education so would not
have had the opportunity for college course work in finance,
economics, business or related content areas. Without the consumer
education mandate, there would be minimal opportunity for them to
learn this important life management competency unless they had
been in a 4-H Ciub as a child or were to seek classes offered by
Cooperative Extension by their own initiation. Sometimes young
women are not aware of what they do not know about money manage-
ment, what they need to know, and where they can find relevant infor-
mation. The study gives evidence of an unmet educational need
which schools with resources of competent teachers could meet.

The study should also encourage consumer educators in
recognizing the important job they are doing which is a service to a
larger society. The need for financial and consumer education, par-
ticularly for women, has never been greater due to the increasing
number of single-parent households and the increased life expectan-
cies. The females who do not divorce often outlive their husbands
and find it necessary to manage inherited as well as earned assets.
Other women who have remained in long-term marriages and not
worked outside the household can find themselves with inadequate
income in old-age if there are no joint survivor pension benefits. The
economic security of women is dependent upon the financial manage-
ment competencies they acquire.

Educators need to find ways of reminding families of the impor-
tance of teaching finance to children. Many of the mothers in the
survey remarked that they had not taken the time to teach in these
areas and were planning to do so immediately. The interview brought
to their conscious attention something which they intended, but had
“put off”” doing. The importance of open, honest communication in
the family about money management needs to be emphasized. Open
communication which is skillfully executed can increase cooperation
and reduce anger and tensions. Children need to learn to talk about
money management problems without emotional outbursts. The
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family is a very important agent of socialization for both factual and
emotional uses of money. It is hoped that the study(**) will be useful
in identifying ways in which more effective consumer education pro-
grams can be developed. Consumer education contributes io one of
the most important life competencies, the creation of economic
security. Schools and families are important partners in the develop-
ment of these human resource attributes.

(**) See footnotes
Footnotes

(*) Research was funded by lllinois Agriculture Experiment Station
and the School of Human Resources and Family Studies, Project
HATCH HRFS 60-0364: “Intergenerational Transfer of Values,
Attitudes and Financial Management Competencies,”’ Kathryn D.
Rettig, Direcior.

The author wishes to thank Dr. Marilyn Dunsing, Director of the
School of Human Resources and Family Studies for financial support
and the research team; Jacqueline Anderson, Hilda Buckley, Michelle
Morganosky and Carol Reis. The research assistance of Nancie
Metz%r, Jill Rueble Hughes, Lee Ann Lester and Elaine Good was in-
valuable.

(**) Rettig, K. D., Ries, C. Buckley, H. M., Morganosky, M., and
Anderson, J. (1984). Consumer socialization in the family: A
preliminary report. Department of Family and Consumer
Economics Paper Number 121. School of Human Resources and
Family Studies. Urbana, lllinois: University of iilinois at Urbana-
Champaign.

THE PERFECT INFORMATION FRONTIER: A TOOL FOR
TEACHING THE PAYOFFS TO COMPARISON SHOPPING

Brenda J. Cude
University of lllinois

Consumer educators frequently advocate comparison shopping,
stressing the payoffs that result. Yet unfortunately students may be
more strongly influenced by the conventional wisdom — price and
quality differences for most products are relatively small in most
markets. Indeed, in a 1982 survey by Atlantic Richfield {1, p. 50}, con-

Acknowledgment: The author gratefully acknowledges the assist-
ance of Dr. Rosemary Walker who contributed equally in the collec-
tion of data used in this article.
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sumers were asked how much differerice in value for the money con-
sumers could expect to find by comparison shopping for six products
and services: physicians, new cars, electrical appliances, food, credit,
and gasoline. For each of these six items 40 percent or fewer of the
consumers expected to find large differences. Moreover, 70 percent
expected 1o find no differences or only small differences by com-
parison shopping for food.

To present a more convincing argument concerning the potential
benefits of comparison shopping, educators need an easily
understood tool with relevance to students. This article will describe
the use of one method to visually emphasize the payoffs that may
result from comparison shopping, the perfect information frontier. (E.
Scott Maynes has written extensively on this subject; see [4, Chapter
3], [5], and [6], as well as [2].) Additionally, guidelines for involving
students in collecting the price and quality data needed to construct
perfect information frontiers for their local markets are given.

Constructing a perfect information frontier begins with a
graphical representation of the prices at which the various quality
levels of an individual product are sold in a given market. Consider
Figure 1 which represents a hypothetical case in which a product is
sold at three stores (A, B, and C) in a market. The good is available at
three different levels of quality, represented on the horizontal axis as
1,2, and 3, with 3 the highest quality level. Price is shown on the ver-
tical axis. In this example, each of the three stores sells the highest
quality variety of the product at $30. Similarly, each of the two lower
quality varieties of the product are available at an identical price at
each of the three stores.

Price C

$30+ ‘/,‘ABC

- 8. 7
$20 ,,/""ABC

/ g
A /

104 -

$10 vABC
! 2 3 Quality

Figure 1 An informationally Perfect Market
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The market illustrated in Figure 1 is informationally perfect since
price and quality are perfectly correlated; each increase in price is ac-
companied by a corresponding increase in quality. Additionally, since
a single price is charged by a.: - ~i"ars for the same quality, all prices
lie on the perfect information frontier (line AC), the positively sioped
line segment connecting the points representing the lowest price
charged in a market for each level of quality. Obviously in such a
market, there are no payoffs to consumers to search, each seller
charges the same price for a given quality level. The consumer’s only
decision is whether a higher quality product merits the additional cost.

In an informationally imperfect market, however, price and quality
are not perfectly correlated; higher prices do not necessarily indicate
higher quality. Different prices are charged for products of the same
quality. Prices above the perfect information frontier exist because of
buyer’s lack of information about price-quality relationships as well as
insufficient information about the prices charged by different sellers in
the market. Maynes [4, pp 82-84] has identified three factors which
increase the cost and/or difficulty of consumers acquiring information
in pre-purchase search.

1.  the technical complexity and multi-component nature of
products making it difficult for consumers to assess the
relationship between price and quality accurately.

2. the affluence of our society which has increased the value
of an individual’s time and concomitantly the cost of search
activities as well as the range of choices financially acces-
sible to the family and the number of purchases it makes,
and

3. urbanization which has increased the set of products,
brands, and retailers to which the consumer has access.

When information imperfections exist in markets, there are con-
sumer payoffs to search since purchasing power is decreased by the
extent to which consumers pay more than the lowest price for a given

level of quality. Three informationally imperfect markets are describ-
ed in the next section.

INFORMATIONALLY IMPERFECT MARKETS: SALAD DRESSING,
TUNA, AND WALKAROUND STEREOS

Figures 2, 3, and 4 present the price dispersions for three pro-
ducts in a Southern lllinois market. Figure 2 shows prices collected at
nine different retailers (A through H) for a 6%z ounce can of chunk light
tuna in water. Prices are measured on the vertical axis. Quality is
measured on the horizontal axis in three groups. The first quality
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group consists ot those brands rated by Consumer Reports [3] as
poor. In the second quality category are those brands rated as good.
A final group is composed of two brands which were sold in the local
market but not rated by Consumer Reports.

Figure 3 presents similar information for an 8 ounce bottle of French
dressing sold by 14 retailers (A through N). Quality groups are again
based on Consumer Reports [7] ratings; prices for the numerous
unrated brands sold in the local market are aiso shown.

Look first at Figure 2. Considering only the brands rated poor by
Consumer Reports, it can be seen that the prices at which those
brands were sold ranged from a low of $.96 to $1.47. The index of
price dispersion for those brands rated poor is 1.51 ($1.47 + $.96). In
an informationally perfect market, the index would obviously be 1. For
the brands rated good, prices ranged from a low of $.99 to $1.38.
Thus, depending on the quality level chosen by the consumer, search
could result in savings ranging from $.51 ($1.47 - $.96) to $.39
($1.38 ~ $.99. The perfect information frontier, line GA, has a
positive slope indicating that as price increases quality also in-
creases.
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Figure 2  Price and Quaiity in a local Mari:et.
Chunk Light Tuna in Wato; (6% oz.)
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Consider Figure 3. The price dispersion index for brands of
French dressing rated as good was 2.22. For brands at that quality
level, the highest price $1.09) was over twice as large as the lowest
price ($.49). Moreover, the perfect information frontier, line CN,
should more correctly be termed an “imperfect” information frontier
since it has a negative slope, indicating that as quality increases,
price decreases. Obviously, in such a market search has positive

rewards. The guideline, “‘price is an indicator of quality" would only
lead the consumer astray.
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FAIR GOOD UNRATED QUALITY
Figure 3  Price and Quality in a Local Market
French Dresssing
A third example is shown in Figure 4 which presents prices col-

lected for walkaround stereos at seven different retailers in a local
market. Prices are again measured on the vertical axis. There are,
however, three important differences between Figure 4 and the two
previous examples. First, uniike the two food products used earlier, in
its rating of walkaround stereos Consumer Reports [8] used quality
scores (ranging from 37 to 73) rather than placing varieties
(brand/model specifications; e.g., Sony Walkman MG16D) in quality
groups. Second, the various points (A-J) on the perfect information
frontier represent ten specific varieties of walkaround stereos rather
than retailers as in the previous examples. Finally, mail order
retailers (indicated by *‘xx”* in Figure 4) were also included in the
market for this product.
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The data for walkaround stereos can be used in several ways to il-

lustrate the payoffs to search for this product. For example:

1. Variety |, at $210, is approximately(*) the same quality as
Variety J at $45, a price difference of $165.

2. Variety H at $180 is approximately the same quality as
variety G at $60, a price difference of $120.

3. A consumer could pay $169 for Variety B or obtain the
same quality by purchasing Variety A — at either $110 or
$79. The consumer who finds Variety A at $79 would ob-
tain the same quality at less than one-half the price as if
s/he had purchased Variety B.

4 Variety F could be purchased for $80 at three retailers or at

a sale price of $59 (indicated by ‘“‘x' in Figure 4) from a
fourth retailer.

(*See Footnote on Page 15.)
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CONSTRUCTING A PERFECT INFORMATION FRONTIER

Constructing a perfect information frontier using data collected
from a local market is an interesting learning activity that can be used
to teach a variety of concepts. Below are listed the necessary steps
along with discussion topics that may accompany each stage.

1. Selestion of a product: Maynes [4, p. 53] defines a pro-
duct as “‘a set of goods or services which, for an accept-
able range of outlay, will, in the consumer’s judgment,
serve the same general purpose.” Thus defining the pro-
duct involves not only specifying characteristics (e.g. a 19
inch color television) but also excluding those products
priced above the upper price limit most consumers would
set for the product. Additionally, the product chosen may
be one offered at different quality levels, as were the exam-
ples used earlier in this article, or the quality may be con-
stant. An interesting discussion can arise in attempting to
identify products for which all varieties sold are approxi-
mately the same quality; however, aspirin and notebook
paper are two examples on which agreement may be
reached. As a final note, choosing a product which stu-
dents purchase (such as walkaround stereos) obviously
heightens interest.

2. Compiling Consumer Reports ratings: Ifa quality variable
product is chosen, the next step is to locate the most re-
cent product ratings. Because ratings often become rapid-
ly outdated, choosing a product rated within the last three
months is wise. At this point, a discussion of the evaluation
process used by Consumer’s Union in developing ratings
would be more appropriate. Additionally, limitations of the
ratings (e.g., the exclusion of seller characteristics and dif-
ferences between characteristics considered important by
Consumer’s Union and those important to individual con-
sumers) could be discussed.

3. Definition of the market: Once a product has been
selected, the next step is to identify “‘the set of sellers the
consumer might consider if s/he possessed accurate infor-
mation about sellers, brands, prices, and quality.” [4, p.
55] Defining the market may involve determining wnether
to include sellers in outlying areas, neighboring towns, and
mail order sellers. A discussion of the time costs of search
activities would be highly relevant in determining the sccpe
of sellers to be included in the market.

4, Data collection: Students could be assigned to groups,
with each group given a list of the brands (and model
numbers, if appropriate) under consideration. Each group
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could then be given the responsibility to collect data from a

subset of sellers in the local market.

5. Construction of the perfect information frontier: At this
point, the data needed to draw a perfect information fron-
tier should be available. The examples provided earlier in
this article for quality variable products should be useful. If
a quality constant product is used, all prices would be plot-
ted on a single vertical line.

6. Discussion: Discussion could center around a number of
issues including those outlined in the following questions:
a. What conditions may explain a low correlation bet-

ween price and quality? Possibilities might include
the omission of important product characteristics
and/or seller characteristics from the Consumer Re-
ports ratings as well as consumer ignorance.

b. Why might a consumer who is knowledgeable about
the market still purchase a variety above the perfect
information frontier? Discussion could focus on the
fact that some consumers might value characteristics
not included by Consumer Reports in their ratings or
that some consumers may weight characteristics dif-
ferently than did the Consumer Reports staff.

¢. Do the findings negate any rules of thumb that con-
sumers generally use in shopping? Guidelines such
as “price is an indicator of quality’” and “you get
what you pay for”” may be analyzed.

Generally, the perfect information frontier is a tool that can be us-
ed to heighten students’ interest in an important topic, comparison
shopping.
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FOOTNOTE

Consumer Reports [8] indicates that differences in quality scores
of seven or less should be considered insignificant.

PURCHASING A HOME COMPUTER:
IS THE INFORMATION WHERE IT IS NEEDED?

Kathryn L. Sweedler and
Donna R. lams
University of Arizona

Eour out of ten households in Ameriza plan on purchasing a
home computer in the next five years[1]. These families need infor-
mation about computers to make well-informed purchase choices, but
where is this information? Without highly available and utilizable in-
formation, consumers can become frustrated and unsatisfied during
the purchase process. This frustration can result in the consumers
not completing their plans to buy or result in their making an unsat-
isfying purchase.

One point at which confusion begins when purchasing a com-
puter is not knowing the terminology nor the concepts of computer
usage. The buyer may actually ask, “what is a home computer?”’ A
home computer is defined simply as any computer to be used pri-
marily in the home costing between $50 and $1000. This basic com-
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puter can be expanded to include peripherals such as a monitor,
matrix printer and disc drives for an approximate cost of $2500.

The relatively affordable cost of a home computer is one of the
reasons they are becoming a common household item. As Bill Grubb,
president of Imagic, a software manufacturing company, aptly states
*‘consumers view a home computer as a necessary and desireable
appliance’’[2). As computers continue to evolve into an average
household appliance, an increasing number of people will need ac-
curate, comprehendable information regarding home computer pur-
chasing. This paper evaluates common periodicals as an information
source for consumers purchasing a home computer.

INFORMATION SEARCH

People shopping for a computer are confronted with an over-
whelming number of options in home computers. Today’s market has
numerous types of computers available, each with their own advan-
tages and disadvantages. in order for consumers to maximize their
satisfaction they must be able to purchase the computer that best fits
their households needs and wants. To do this, the consumer will seek
information concerning home computers. How mass market buyers
use information to make purchasing decisions has been examined by
various researchers. Having information available enables the con-
sumers to feel more confident in their choices and more satisfied with
their purchasing decisions|3).

Consumers interested in buying a home computer are likely to
search for purchasing information. This is prompted by the tendency
of people to engage in information search activities when they lack
prior knowledge of a product’s specific attributes or of the necessary
purchasing procedure[4]. Computers are a relatively new product for
the mass market buyer and, thus, many buyers lack the prior
knowledge needed to make a good purchasing decision. People also
search for purchasing information when the information is easy to ob-
tain and utilize. Often a main stumbling block for consumers is
locating useful purchasing information.

PROBLEM STATEMENT AND PROCEDURES
Common Periodicais as a Resource
Consumers frequently turn to independent literature sources
when trying to locate purchasing information(s). Many types of in-

dependent literature are currently available to consumers, although
Some sources are more accessible than others. For the purpose of
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this paper a highly accessible independent literature source is fo-
cused upon: commonly read periodicals. One can hypothesize that
consumers will look for information in commonly read periodicals
because such periodicals are very accessible, familiar and written in
lay terminology. Although these magazines are not the only indepen-
dent literature sources utilized by the consumer, they are very likely to
be the first consulted.

Methodology

Alist of the most widely circulated periodicals in America was ob-
tained from The World Almanac and Book of Facts 1984. From this list
the top fourteen periodicals were chosen to be evaluated as an infor-
mation source. All issues from January 1981 to March 1984 were ex-
amined for 1) articles on computers in general, 2) articles on pur-
chasing a home computer, and 3) the content quality of the articles
regarding the purchasing of home computers.

Using the Consumer Report September 1983 article entitled
“Special Section: Computers’’ a content list of information needed by
a potential computer buyer was made. Using this listas a guideline a
rating instrument was developed. The instrument contained 21 infor-
mative points which a potential buyer should know. Each of the com-
puter articles was then rated using the instrument. Rating values
were as follows: 0 = no mention, 1 = mentioned but not informative,
3 = point discussed in depth. When each article was evaluated the
point values were summed to obtain an overall score for each
periodical. Using these summations it was possible to rank the
periodicals reiative to one another.

Table 1. EVALUATION OF COMPUTER ARTICLE CONTENT
FOUND IN COMMON PERIODICALS

s
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List of computer
components 1 1 0 3 3 3 3 3
Describe each
computercomponent 0 0 3 0 3 1 3
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Table 1.
(Continued)

&
&
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Discuss memory
size and importance
Explain how a
computer works
What home computers
cando for a family
Address computer
friendliness
Computer vocabulary
list

Explain how
computers are priced
Cost of computer
systems

Range of computer
choices: price and
ability

Review of computers
on the market
Explanation of hard-
ware versus software
Software availability
and limitations
Types of

keyboard

Types of program
storage

Types of

displays

Types of

printers

Options in
peripherals

Advice on where

to buy computers
Shopping

caveats

Futurizing: market
and prices

ERIC

IToxt Provided by ERI

o

O O O O O O o©Oo o o

w O O -~ W o

- W

0O O O O O O W o

o O W o W W O O W W w

o W © o

w W w

w

w O W

= 0 W W =2 w w w W

W W o




0/

Table 1. \*‘6

S R

(Continued) & ) *90 ° o
Q QT & £ & @

2 9 P L O@bo
bo & @ ’b 2 ‘} \Q‘ é )]
F &S PESTLEL

TS FFIELS ®

TOTAL 9 12 15 22 31 36 45 52

63 points possible

(Note: O = no mention of content, 1 = content presented in an
uninformative manner, 3 = content discussed in depth.)

FINDINGS AND CONCLUSIONS

When the articles on purchasing a home computer were
evaluated, it was determined that only two of the eight periodicals
contained highly informative articles about computers. Playboy and
Better Homes and Gardens had the most complete computer articles.
These two publications discussed 14 to 16 of the 21 information
points in depth, providing their readers with a comprehensive over-
view of the subject.

In order for any of the computer articles to be useful to con-
sumers they must be easy for consumers to obtain. These periodicals
can usually be found on grocery store magazine racks, in libraries or
by subscription; thus, they are relatively simple to locate. However,
locating the articles may be more difficuit. Many of the articles were
not advertised on the cover of the periodical. Even if a consumer is
looking for information about purchasing a home computer, scanning
the cover of the periodical will not alert the buyer that a relevant article
is contained inside.

Another problem in utilizing common periodicals arises because
the best purchasing articles were in Playboy magazine. it may be that
even if consumers know these computer articles exist, people will be
inhibited in purchasing the magazine due to the magazine’s general
subject matter. Therefore, a major portion of the population may
avoid this information source. Also important to consider is the poten-
tial damage an incomplete article may do to a purchasing decision.
For instance, the McCall’s article on purchasing a home computer
mentions many important points, but it is done in a quick surface
analysis that may leave the reader confused.

if we consider the commonly read periodicals to be one of the first
literature sources that consumers read, then it would be useful for the
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consumers to have information about other independent litera:ure
sources. Only two of the eight articles provided the consumer with the
names of other literature materials that wouid aid the reader in an in-
formation search. Providing reference sources is an area that could
use improvement in the articles.

Overall, commonly read periodicals do not provide the informa-
tion that consumers need to make a rational, well-informed home
computer purchasing decision. Many consumers will likely examine
these periodicals for computer purchasing information initially in their
information search. Unfortunately, they generally will not find the
comprehensive, understandable information that they need.

IMPLICATIONS FOR CONSUMER EDUCATORS

Consumers tend to utilize information sources with which they
are familiar. Due to the general lack of quality information in common
periodicals, students need to be aware of other information sources
with useful product information. Consumer educators may want also
to emphasize to students the importance of using more than one infor-
mation source to obtain complete and unbiased information when
making a major purchase.

A lesson plan focusing upon the practical problem of locating
quality product information could be developed by a consumer
educator for use in the classroom. in this lesson the student could
compare the quality of the computer product information in common
periodicals versus information in technical computer magazines. This
type of comparison would illustrate the value of extending an informa-
tion search beyond a single source.
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RETIREMENT PLANNING EDUCATION:
WHAT DO PEOPLE WANT TO KNOW?
WHEN DO THEY WANT TO KNOW IT?

Jeanne M. Hogarth
Cornell University

Demographic and economic trends indicate a growing need for
retirement planning education. By 2000, one out of seven persons in
the U.S. will be 65 or over. By 2025, nearly one out of five will be 65 or
over, compared to one out of 9 in the 1980s. Economically, Social
Security and other retirement income source will be strained by this
growing proportion of elderly. Private savings which now accounts for
21 percent of retirement income for persons 65 and ovar, will become
an even more important source of income in the future [6]. Adult con-
sumer educators are becoming increasingly aware of the need for
retirement planning education. Careful planning will be of great im-
portance in helping individuals to maintain a satisfactory lifestyle in
retirement and in helping society and the economy to support families
and households. Yet, research studies indicate that people are not
making realistic projections when it comes to income needs and con-
sumption in retirement {1, 2].

For consumer educators, the questions which naturally arise are:
What do people want to know about retirement and retirement plan-
ning? When is the best time to reach them with this information? The
objective of this study was to address these questions.

THE SURVEY
Data was collected from a sample of New York State employees
who were offered an early retirement incentive in spring, 1983. Twen-

ty-six thousand workers age 55 and over who ware vested in the New
York State Employees Retirement System (NYSERS) were offered for
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a limited time a three-year service credit incentive to retire early; 8000
accepted. A sample of 4000 of the 26,000 was drawn; 1500 of these
were persons who accepted the incentive and 2500 were persons who
did not accept the incentive and continued to work.

Questionnaires were mailed in September, 1983, 3 months after
the close oi the incentive period. Responses were received from ap-
proximately 43 percent of the sample. In all, there were 1627 usable
responses. Among other things, respondents were asked whether
they had attended a retirement planning workshop or seminar and
what retirement planning information they would like to have. (A more

+ detailed description of the questionnaire, sampling technique and
descriptive data can be found in [3])).

RESULTS

Seventeen percent of the sample had attended a retirement plan-
ning workshop or seminar (Table 1). Retirees were more likely to
have attended a retirement planning workshop than workers. Similar-
ly, persons 65 and over were more likely to have attended than those
under 65 and women were more likely to have attended than men.
These rather low participation rates might indicate that people are not
really interested in receiving information on retirement planning.
Yet, when asked specifically about their retirement information
needs, a different picture emerged.

Table 1. Retirement Information Needs
Age Sex
& .\é
O - \ ) \®
s F £ & e o &
S Fo& & & &

Attended Retirement

Planning Seminar

orWorkshop 17% 11% 27%*** 13% 21% 23%*** 15% 19%"**
Want more

information on:

—Financial

Planning 77 84 ©66°** 82 74 e66*** 78 76
—Developing

leisure

activities 33 32 35 31 35 38** 32 35
—Adjusting to new

lifestyles 37 38 36 38 385 40 38 37
—Housing

choices 25 29 19*** 27 23 21** 23 27

*Chi square significant at .10.
* *Chi square signiticant at .05.
***Chi square significant at .0001. 22

ERIC 70

IToxt Provided by ERI




Over three-fourths (77 percent) of the respondents indicated a
desire for more information on financial planning. Nearly two-fifths
(37 percent) wanted information on adjusting to new lifestyles; one-
third wanted information on developing leisure activities, and one-
fourth wanted information on housing choices. Other information re-
quested by persons in this sample included the topics ot health in-
surance (mentioned by 16%), opportunities for postretirement work
(13%), places to live once retired (weather, cost of living, etc.) (11%),
Social Security information (7%), travel opportunities (5%), volunteer
opportunities (5%), and estate planning (5%).

Higher proportions of workers than retirees wanted information
on financial planning and housing choices. In a similar vein, higher
proportions of persons under 60 requested information on financial
planning and houcing choices. A higher proportion of persons 65 and
over (versus under 65) were interested in more information on
developing leisure activities. Long-range planning may not be as
critical here as it is for financial planning and housing considerations.

A slightly higher proportion of women (versus men) were in-
terested in more information on housing choices. Since women in
this study were more likely to be non-married (widowed, single, of
divorced), they may be facing different housing situations than the
men and thus believe they need more help in making housing
choices.

IMPLICATIONS

Clearly, consumers seem to need and/or want more information
on retirement planning than they have at present. Such information is
available from a wide variety of sources. Personnel offices and pen-
sion administrators often have information on pensions and retire-
ment benefits. The American Association of Retired Persons (AARP)
has numerous publications to help people plan their retirement.
County Cooperative Extension Services have information on financial
management, housing, and human development to address some of
the needs indicated in this study. Local Offices on Aging may also
have pertinent retirement planning information for consumers.

However, judging from the low attendance at retirement planning
workshops/seminars, there seems to be a problem in bringing
together the information and the consumers, and adult consumer
educators face an interesting challenge in delivering retirement plan-
ning information. The results of the survey imply that targeting
specific retirement planning topics to certain age segments may be
helpful. Thus, information on financial planning and housing decision
making can be specifically targeted to persons in their preretirement
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years. Information on leisure activities may be more appropriately
targeted to persons already retired.

In addition to targeting by age group, it would seem important to
make retirement planning information as accessible as possible. This
may involve working with employers and personnel offices to arrange
for “lunch and learn” or “brown bag” classes at the workplace,
Some employers may be willing to grant release time (time off work) to
attend on-site retirement planning classes.

Another way to make information accessible is to provide home-
study materials, such as fact sheets or pamphlets and worksheets or
workbooks. Home study materials could be coupled with evening or
weekend classes to answer questions and to provide feedback to par-
ticipants.

Retirement planning education is a very real need for most con-
sumers. Consumer educators are in a unique position to provide per-
tinent, impartial and important information to help consumers plan for
a satisfying retirement lifestyle.
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HOUSING — ARE WE TEACHING
DREAMS OR NIGHTMARES?

Donna lams
University of Arizona

The dream of many American students is to one day live in and
own a conventional single family detached house. The possession of
a conventional single family detached house has long been a social
status requirement found among Americans{1,2]. In our society a
family’s quality of life and economic well-being is measured by the
type of housing in which the family lives. The norm states that living in
rental housing, particularly large scale multifamily structures, or
mobile homes occurs only on a temporary basis or for long term only
among low-income groups(2,3].

However, the combination of these housing norms, inflationary
land prices and construction costs, increased mortgage rates, and the
lack of mortgage funds are turning this dream into a nightmare. Today
many middle-income families cannot afford a conventional single
family detached house without sacrificing other basic family needs
such as food, clothing and health care. The standard conventional
single family house in 1984 sold for $84,000 which with current in-
terest rates resulted in a monthly household income ratio for middie-
income families of 3:2.

Normally, as part of most school curricula, home economics and
consumer studies teachers have been teaching about selecting,
financing and maintaining family housing. In housing lessons the
topics discussed involve how to inspect a house for energy efficiency
or water drainage before buying, how to apply for a mortgage, how to
understand housing terminology used in contracts, and how to close
on a purchase. Sometimes, how to read a lease or your rights as a
tenant are discussed. Yet, if discussion turns to renting vs. buying,
frequently buying emerges as the best choice.

And what about the housing teaching materials used in the
classroom? How often are pictures of apartment complexes,
townhouses and duplexes included? Or what about illustrations of
alternative houses such as manufactured homes, geodesic domes, or
earth-sheltered housing? Are they visuals which depict these alter-
natives in pleasant, inviting settings or as examples of houses facing
zoning problems?

Maybe as teachers we should ask ourselves: “‘Are we helping
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students obtain their dream or are we contributing to their housing
nightmare? Are we supporting the social norm of ownership of a con-
ventionally single family detached house and discouraging the seek-
ing of viable housing alternatives?”’

*

HOUSING CURRICULUM AND ATTITUDE STUDY

In May 1981, a mail surey was conducted to examine what
aspects of housing teachers were emphasizing in their classes. The
sample consisted of Arizona home economics and consumer studies
teachers, each who had taught housing.

Two hundred forty-six teachers responded, providing a 71%
response rate and representing one-third of all the state’s home
economics and consumer studies teachers.

The teachers were given a set of housing items which could be
taught in the secondary classroom and asked to rank the importance
of teaching each item in their alloted class time. The teachers were
also asked their opinions about various types of housing and those
opinions compared with how the teachers presented various housmg
items in their lessons.

FINDINGS

1. Seventy percent believed teaching about buying a conven-
tional single family detached house was more important
than teaching about buying other forms of housing such as
apartments or townhouses. Only 27% thought that
cooperative or condominium investing was an important
topic to discuss.

2. Seventy percent believed teaching about the advantages
of buying a conventional single family detached house was
most important, while 30% believed the disadvantages
should be stressed.

3. The importance of teaching about the advantages and
disa}dvantages of renting was split 49% to 46%, respec-
tively.

4, Teachers with negative attitudes toward multifamily hous-
ing allocated little or no time for discussing multifamily
housing options in their classroom.

5. Fifty-five percent of the teachers believed that the housing
structure in which one lives affects that person's behavior
and the teachers reflected that belief in their teaching.
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IMPLICATIONS FOR THE CLASSROOM

The results of this study indicate that teachers may not be con-
scious that they are contributing to the housing nightmare. As
teachers we may be teaching housing social norms which not only are
economically unattainable in today’s society, but also norms which
contribute to psychological stress.

As home economics and consumer studies teachers, it is
necessary that we take a closer look at what we are teaching about
housing. Are we sending silent, bias messages to our students?

Teachers need to review materials which they are using in their
classroom. How often is a multifamily housing structure pictured in
the teaching materials? How often do class discussions focus only on
negative aspects of apartment living? When speakers are invited into
the classroom are builders and managers of apartments, condo-
miniums and mobile home parks included? if field trips are scheduled
are only conventional single family detached houses and construction
sites visited? Finally, are successful people who live in townhouses,
duplexes, or apartments ever interviewed by the students?

These are questions which teachers need to be asking as they
prepare their housing lessons. If as teachers we are not addressing
housing alternatives sought and lived in by all social cla sses, then we
are contributing to the students’ psychological stress related 10 hous-
ing that today’s and tomorrow’s families may suffer if they cannot ob-
tain that American Dream — owning a conventional single family
detached house.
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ILLINOIS CONSUMER EDUCATION ASSOCIATION

HISTORY AND PURPOSE

The lllinois Consumer Education Association, the first state
consumer education association nationwide, was organized in 1973
to expand consumer education and foster professional growth
in the teaching of consumer education at all levels. ICEA will
strengthen the implementation of Senate Bill.977, passed in 1967
and amended in 1975, 1977, and 1979, which states:

"Pupils in the public schools in grades $ through 12 shall be taught
and be required to study courses which include instruction in the area
of consumer education, including but not Necessarily limited to instaliment

purchasing, budgeting, comparison of prices, and an understanding of
the roles of consumers interacting with agriculture, business, labor unions,
and government in formulating and achieving the goals of the mixed free

)¢ ise tem."’
orierprise system PUBLICATIONS

The lllinois Consumer Educator, the official newsletter for
ICEA, is published 3 times a year (usually in September, December,
and May). This publication updates lilinois teachers on state and
national events and provides a forum for teaching ideas as well

as areview of selected course materials.
The lllincis Journal of Consumer Education is an annual

publication. This journal consists of articles, research summaries,

education teaching.

ANNUAL CONFERENCE
The Annual Statewide Conference is a major activity
Sponsored by ICEA. This three-day meeting in February affords
you the opportunity to hear important speakers in the area of
consumerism and to exchange methods of teaching with teachers
O many disciplines. A wealth of resource material is also available
for raview.

WORKSHOPS

Statawide fall workshops are provided on selected consumer
education topics to assist teachers at all educational levels.
These programs are heid at various locations throughout the
stata.

NETWORK SYSTEM

A statewide system has been organized to improve services
to ICEA members on a regional basis, Increased membership
involvement and communication are the objectives of the network

system.
CHERIE KERTZ
ICEA Membership Chairperson
617 - 14th Aven. 2
Hampton, IL 612 6
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GROCERY SHOPPING STRATEGIES:
CONSUMERS’ CHOICES AND SELECTION CRITERIA

Brenda J. Cude
University of Illinois

Economic theory [1] suggests consumers select a shopping
strategy by balancing the expected return and cost. The goal is to
select a strategy or strategies for which the return is equal to or
greater than the cost. The objective costs of implementing a strategy
include transportation and the value of the shopper’'s time. Subjective
costs may also result if the consumer dislikes shopping. The return
from a strategy is primarily monetary savings although subjective
benefits may be realized if the consumer also enjoys shopping.

In discussing grocery shopping strategies, consumer educators
frequently focus on monetary savings and often recommend unit pric-
ing since it results in the largest money savings when correctly imple-
mented [4]. Yet unit pricing is only cne of many grocery shopping
strategies a consumer may choase. Buying generics and/or store
brands, buying larger sizes, and coupon clipping are three other
strategies that have received considerable attention. Various studies
have indicated that consumers believe generics and store brands to
be lower in price as well as in quality than brand name items {8, 9, 11}.
Whether coupons result in net monetary savings to consumers as a
class [13] and factors affecting coupon redemption rates [12] are
topics that have also been investigated. Cude and Walker [3}, Widrick
[15, 16), and Nason and Bitta [10} have all examined the monetary
savings possible from a strategy assuming that larger sizes are less
expensive than smaller sizes.

Consumer educators {2, 5, 13, 14] have recently begun to place
more emphasis on the time cost of a strategy as an important selec-
tion criteria for consumers. The value of time spent in using a
strategy depends on how efficiently the consumer implements the
strategy as well as on his or her perception of the benefits lost by
using that time in shopping rather than in other activities. Yet poten-
tial differences in methods used by consumers are often ignored as
an element affecting time costs. For example, unit pricing is widely
accepied as a time-intensive strategy. However, buying the largest
size and buying sale items are generally considered time-saving
strategies. Yet the time intensity of either strategy depends on how it
is implemented. If the consumer simply scans the shelf and/or store
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circular and picks up an item on sale, implementation time is relatively
brief. However, is the consumer buys a sale item after first comparing
its price to those of some or all other options, the amount of time re-
quired for implementation may be comparable to that needed to unit
price.

It was the primary purpose of this research to investigate grocery
shopping strategies selected by consumers and the method of imple-
mentation. A second purpose was to identify factors related to con-
sumers’ choice of strategies.

METHODOLOGY

A survey instrument developed by the author was mailed to 600
respondents along with a self-addressed stamped envelope in April
1985. The sample was randomly selected from a telephone directory
containing residential listings for four counties in southern fllinois. An
accompanying letter asked that the person in the household who was
primarily responsible for grocery shopping complete the question-
naire. A follow-up letter was mailed one week after the initial mailing.

Of the 600 surveys originally mailed, 123 were returned com-
pleted. An additional 22 were not deliverable and 18 were returned
with incomplete responses.

RESULTS

Nearly one-fourth of the respondents were male and just over
one-third of the total were unmarried. (See Table 1.) All age groups
were fairly equally represented. Nearly one-half (47 percent) were
employed, and 42 percent were the principal wage earner in their
household. Education levels were relatively high with 54 percent hav-
ing compieted at least some college work. Only 23 percent had com-
pleted a consumer education course at any level in their education.
Nearly cne-half of the respondents livad in rural communities with
populations ranging from 500 to 9,999. Household incomes were
fairly equally distributed; 21 percent had an annual income of less
than $10,000 and 24 percent earned $40,000 or more per year.

Table 1. Demographic Characteristics of the Respondents

Variables n Percent
Sex (h=119)
Male 29 24%
Female 90 76
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Marital Status (n=119) n Percent

Single, widowed, divorced 43 36
Married 76 64
Age (n=118)
24 and under 12 10
2510 34 34 29
35 to 50 24 20
511064 20 17
65 and over 28 24
Employment Status (n= 120)
Employed 56 47
Full time homemaker 29 24
Unemployed, retired, disabled 35 29
Education (n=121)
Less than high school 20 16
Completed high school 36 30
Completed college courses 26 21
Four year degree 14 12
Completed graduate work/degree 25 21
Residence (N = 120)
Farm, rural area 26 22
Community, pop. 500-9999 58 48
Community, pop. 10,000 or more 36 30
Household income (n=114)
Less than $10,000 24 21
$10,000 to $19,999 24 21
$20,000 to $29,999 23 20
$30,000 to $39,999 16 14
$40,000 or more 27 24

The survey included a list of 13 shcpping strategies. Respond-
ents were asked to indicate how frequently (not at all, a few shopping
trips, during most shopping trips; they had used each strategy during
the past month. As shown in Table 2, strategies used during most
shopping trips by 40 percent or more of the respondents were clipping
and using coupons (43 percent), reading and comparing store ads
prior to shopping (46 percent), comparing posted unit prices (70 per-

~ cent), and buying large sizes (41 percent) and sale items (66 percent)
after comparing prices to other alternatives. Only 6 percent of the
sample indicated that they bought large sizes without comparing
prices, while 14 percent bought sale items without first making price
comparisons.
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Table 2. Grocery Shopping Strategies Selected by Respondents.

Used During Most Shopping Trips

Strategy n Percent
GROUP |
Clips and uses coupons 53 43%
Calculates unit prices when not posted 36 3
Reads and compares store ads prior
to shopping 56 46
Reads store ads while shopping 44 35
Compares posted united prices 83 70
After comparing prices buys:
Generics/stores brands 44 36
Large sizes 49 a4
Sale items 79 66
GROUP I
Without comparing prices buys:
Generics/store brands 19 16
Large sizes 7 6
Small sizes 3 2
Sale items 16 14
Brand name items 36 30
N=123

The strategies in Table 2 are divided into two groups. Group |,
which consists of the first eigh! strategies listed, was judged by the
author to include strategies that required more time fur implementa-
tion than those in Group Il. Respondents were classified based on
how frequently they indicated use of strategies from the two groups.
Group | respondents were those who used five or more of the Group |
strategies during most shopping trips but seldom employed strategies
in Group II. Group Il respondents include those who indicated they
primarily used strategies from Group Il or those who generally used a
relatively equal combination of strategies from both groups.

Chi-square analyses were used to identify variables which were
significantly related to the respondents’ choice of Group | or Group |l
strategies. The variables analyzed are listed in Tables 3 and 4.
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Table 3. Variables Significantly Related to Choice of Shopping Strategy.

Shopping Strategies

Group | Group il Chi-Square
Variables n % n % Statistic
Grocery Shopping Attitude 7.86*
(n=103)
Enjoys 24 51.1% 23 48.9%
Neutral 13 36.1 23 63.9
Dislikes 3 15.0 17 85.0
Time Spent Shopping Per 91.6"
Week (n=98)
One hour or less 7 21.2 26 78.8
One to three hours 12 63.2 7 36.8
Three hours or more 19 41.3 27 58.7
Principal Wage Earner 6.87
(n=95)
Yes 9 225 31 77.5
No 27 49.1 28 50.9

*Significant at the .025 level.

Three categories of variables were examined for a significant
relationship to strategy choice: knowledge and attitude, shopping
characteristics, and demographics. The variable assessing attitude
toward grocery shopping was significantly related to the class of
strategies chosen. (See Table 3.) As might be expected, shoppers
using the more time intensive Group | strategies were less likely to
dislike shopping or to be neutral in attitude. Only 15 percent of those
who disliked grocery shopping used Group | strategies.

Table 4. Results of Chi Square Analyses of Choice of
Strategy by Selected Varizubles.

Chi-Square

Variables Statistic
Knowledge of Unit Pricing (n=107) 0.195
Number of Stores Where Usually Shop

(n=107) 0.47
Frequency of Shopping Trips (n = 106) 3.33
Uses a Written Shopping List (n= 106) 0.30
Weekly Grocery Expenditures (n = 100) 3.60
Other Household Members Shop (n = 04) 0.31
Sex (n=109) 1.21
Marital Status (n = 105) 4.94
Age (n=104) 0.13
Employment Status (n=107) 0.17

(¢4}
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Education (n=106) 1.01

Consumer Education course (n = 105) 0.19
Residence (n=106) 0.77
Annual Household income (n=93) 4.31

Knowledge of unit pricing was a variable computed from

responses to two questions, one involving the use of unit price tags

; and one requiring computation of unit prices. This variable was not
significantly related to the strategy choice. (See Table 4.)

Six variables describing grocery shopping characteristics were
included in the analyses: number of stores usually patronized, fre-
quency of shopping, time spent in grocery shopping per week, weekly
grocery expenditures, whether other persons in the family shared
responsibility for grocery shopping, and whether the respondent
made a written grocery list. Only time spent shopping per week was
significantly related to the choice of strategies. Of those who shopped
one hour or less per week, over three-fourths (78.8 percent) used the
less time intensive Group Ii strategies.

The final nine variables included in the analyses were
demographic characteristics: sex, marital status, age, employment
status, status as principal wage earner, education level, consumer
education, residence, and annual income. Whether the respondent
was the principal wage earner was the only one of the nine
demographic variables significantly related to strategy choice. Only
22.5 percent of those who were principal wage earners used the more
time intensive strategies compared to 49.1 percent of those who were
secondary earners or unemployed. This finding is consistent with the
notion that individuals consider the value of their time in choosing a
strategy. One would expect an individual who is the principal wage
earner in a household to value time spent in shopping at a higher rate
than one who is a secondary or non-earner and thus to adopt
strategies requiring a smaller time commitment.

SUMMARY, LIMITATIONS, AND SUGGESTED
LEARNING ACTIVITIES

The implications of this study are limited due to the small sampie
size. Additionally, respondents were primarily rural with above
average education and income. Nevertheless, the results indicate
that consumers do use a variety of strategies in most shopping trips
and that strategies may be impiemented in more than one way. For
example, 36 percent of the respondents indicated that on most shop-
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ping trips they bought generics/store brands after comparing prices to
other items. In contrast, 16 percent bought generics/store brands
without comparing prices to other items. Additionally, although the
sex of the respondent was not significantly related to the choice of
strategies, this study is noteworthy in that nearly one-fourth of the
respondents were male. With few exceptions [6, 7], the primary focus
in the past has been on women as food shoppers.

The findings highlight the importance of consumer educators
assisting students in developing individualized shopping strategies.
While an educational unit on selecting a shopping strategy would
logically begin with an explanation of the use of unit pricing, students
should learn about the advantages and disadvantages of other
strategies as well as alternative ways they can be implemented. Stu-
dents could then be encouraged to develop a set of individualized
strategies, each of which may be used for different products in a
single shopping trip. For a more realistic presentation, attitudes
about grocery shopping and the value placed on shopping time
should be emphasized as important criteria for selecting shopping
strategies. In a more advanced unit, attention could be directed to
helping students determine an efficient tradeoff between time spent in
comparative shopping and monetary savings. (See [4] for additional
teaching suggestions.)
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MITE - MAKE INTEREST TEACHING EASY
WITH CENTS-IBLE INTEREST

Richard L. D. Morse
Kansas State University

Interest rates involve an abstraction - percentages - which often
block student learning. The thesis of this paper is that by expressing
interest rates in Cents per $100 per Day, interest rates can be readily
comprehended and used by students. Furthermore, students, once
confident of this daily rate concept, and move on to a proper
understanding of annualized formats of the nominal Annual Percen-
tage Rate (APR) and the hypothetical Annual Percentage Yield (APY).

Cents-ible Interest [1] expresses the rate of interest in cents
(which most students can count) per $700 units (which most students
can identify with per Day (which is universally 24 hours). Hence, the
components of this rate exgression are commonly used and are like
the posted gasoline pump prices or unit prices of cereals and
detergents in the supermarket. In fact, Centsible Interest would bring
into the world of finance unit pricing which has been successfully
used in the consumer market.

The underlying assumption is that money has a time price,
usually referred to as the ‘“Time Value of Money”. Traditionally, the
time unit has been the year and rates are expressed per annum or per
year. Here the time unit is a day or per diem. Since a year’s length is
variously interpreted as 336, 348, 360, 362, 364, 365, 366, 368, 372
and 365 1/4, the per annum concept presents tremendous problems
for teachers and students which the day unit avoids. The meaning of
a day needs no interpretation. Furthermore, if it is assumed that per-
sons expect all their money in savings to earn interest every day, then
the daily rate is sufficient. The only rate they need to know is the daily
rate.

The daily rate, which is usually 1/365ths cf the annual rate, could
be difficult to understand merely because it is so small, involving long
decimal places. However, by multiplying the daily percentage rate by
100, or its decimal rate equivalent by 10,000, to read in Cents per
$100, the problem disappears. For example, 10% per annum is
027397 per diem or 2.7397¢ per $100. And the calculation of one
day's interest is simply the Cents-ible Interest factor times the prin-
cipal divided by 10,000. So interest earnings on $1,000 for one day at
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10% would be $1,000.00 x 2.739¢ = 10,00 = $0.2739 or 27¢. Calcula-
tions using the traditional formula of | = Prt would be: $1,000.00 x (10
<+ 100) x (1 +365).

Teachers, sufficiently familiar with interest rate concepts, may
consider translating annual rates into daily rates and vice versa a
simple exercise. The relationship is so obvious, one might question
whether the daily rate is necessary. Annual rates are so common, one
might question whether daily rates might be confusing to students.

To test whether students would make better comparative deci-
sions between rates expressed in Cents-ible Interest terms and tradi-
tional terms, a test consisting of paired choices was developed and
administered to over 2,000 students by instructors in 20 states. (Note:
A copy of the test used may be obtained from the author at 2429
Lookout Drive, Manhattan, KS 66502.)

Students’ choices between rates expressed in Cents per $100
per Day were correct 97 over 90 percent of the one higher than the
percent identifying daily to be preferrable to monthly compounding.
Furthermore, the certainty score was highest for the answers given to
the Cents-ible Interest comparisons. Thus, students not only made
correct choices more fequently but had greater confidence in making
those choices. The answers to the other questions posing com-
parisons in traditional terms were less than 50 percent; that is, not as
high as would be obtained by chance selection.

A second part of the test challenged students’ abilities to
calculate the amount of interest that would be paid; only 25 percent
answered correctly. However, 86 percent were correct in figuring in-
terest with the rate expressed in Cents per $100. Teachers need n"
devote much, if any, teaching time to Cents per $100 for use n
teaching shopping for interest. They could concentrate their efforts
on teaching the effects of compounding and how to calculate interest
over time. The immediate acceptability of the Cents per $100 per Day
form of i~terest rates demonstrates that with relatively little effort on
the part of teachers, interest can be made sensible and useful.

The annualization of the daily rate to an APR (Annual Percentage
Rate) is achieved by muitiplying by 3.65. [Cents-ible Interest x 365 -+
100]. The concept of earning interest on accrued interest can easily
be demonstrated, day by day, or by applying the standard formula for
future value: FV = PV (I + r)hwhere n term is the number of days and
the r term is the daily rate in decimals or ¢/10,000. So the interest for
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two days is 5.4801¢ which is slightly more than 5.4794¢, which is 2 x
2.7397¢. Perhaps a simpler example would be to start with 2¢ a day
anc show how $10,000 would earn $2.00 the first day and $2.0004 the
second day...to $757.23 in 365 days. Thus, 2¢ can be translated to
7.30% APY (Annual Percentage Yield).

The teacher with a Texas Instrument BA-35 (which retails for less
than $20 oi on sale for less than $15) can demonstrate the simplicity
of interest, using Cents-ible Interest. Also, Check Your Interest tables
{2] provide a multitude of tables for testing one’s skills in computing
interest for various numbers of days. Such inexpensive calculators
eliminate the need for arduous calculations. The better students and

teachers, of course, will insist on knowing the built-in algebraic
formulae.

In summary, Cents-ible Interest holds promise of making interest
approachable, understandable and useful to a larger number of
students, with less effort and frustration for teachers. Cents-ible In-
terest will **Make Interest-Teaching Easy’’.
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CONS'JMER COMPLAINT LETTERS:
RESPONSES BY ORGANIZATIONS

Joan L. Kinney and Mary Pritchard
Northern lllinois University

Consumer advocates and consumer educators encourage in-
dividuals to seek redress for unsatisfactory service and poor product
performance. The need for consumers to take the initiative in their
own interest has increased as a result of reduced governmental pro-
tection and deregulation. Effective consumer complaint resolution
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has implications for consumer welfare, marketing management, and
.market efficiency.

Do organizations respond to consumers who take the initiative,
speak in their own behalf, and seek redress? Do respondents vary in
the type and size of organization which they represent? Do organiza-
tions vary in the time and form of response? Do organizations resolve
complaints? Are organizational responses related to the writing of
complaint letters by consumers in the future?

PURPOSE

The purposes of the study were to analyze organizational
responses to consumer complaint letters and determine censumer
intent when writing complaint letters. The term ‘‘complaint’ was
defined as consumer dissatisfaction expressed in writing to a party
capable of responding. Emphasis was placed on the step in the com-
plaint process which involved an organization’s response to the com-
plaint. Organizations included manufacturers, wholesalers and
retailers, and government bodies.

Organization responses to consumer letters were tabulated as to
response rate, form, and time as well as complaint resolution. Form
of response was examined for relationships with product cost and
characteristics of the organizations including type and size of
organization and job title of the respondent. Future contact with
organizations for redress was also studied; determining whether the
consumer would again seek to resolve a complaint by writing a letter.

PROCEDURES

College students in a consumer economics class wrote letters to
express dissatisfaction with a good or service and to seek redress for
the problem. Three hundred and fifty-three letters were written by in-
dividual students regarding actual problems that they, a friend, or a
relative had experienced. Each letter was individually written in the
student’s personal style, incorporating suggestions from a class
discussion of effective complaint procedures. The letters were mailed
to the organizations; and students anxiously awaited a response.

The use of individualized letters on actual complaints allowed for
examination of the situation that consumers actually experience when
seeking redress. Other studies have attempted to determine
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response to consumer complaints using fabricated complaints sert to
a random sample of companies.

The methodology of following an organization’s response to an
actual complaint fetter was chosen to avoid the self-report biases
identified by Landon [3]. Results of cons. ner complaint behavior can
be biased if not documented in a timely manner. A time lapse bet-
ween complaint-response and data collection would allow time for
selective retention and unreliable recall regarding complaint com-
munication.

Students completed a questionnaire regarding the complaint pro-

" cedures, organization’s response, complaint resolution, and other

background information. Response time for organizations was

limited to a college semester, and no attempt was made to follow-up
on letters received after that time limit.

Business organizations were classified as to type and sales
volume using business directories and other sources. If information

about the organization was not available, missing values were
assigned.

FINDINGS

Organizations responded to 74 percent of the complaint letters.
Type of organization and business sales volume were significantly
related to receipt of a response. Manufacturers and large businesses
(sales volume over one billion dollars) were more likely to respond
than not respond. National retailers, local retailers, and businesses
with small sales volume (less than one million dollars) were more
likely to not respond. Only cases receiving organization responses
were analyzed further for response time, response form, and com-
plaint resolution.

RESPONSE TIME

Mean time for receipt of a response was 19 days. Twenty-eight
percent of the responses were received within 10 days and an addi-
tional 60 percent in the next 11 days. Thus, a total of 88 percent of the
responses were received within three weeks of writing the letter. The
remaining 22 percent of responses took longer than three weeks to ar-
rive. Type of organization was significantly related to response time
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as shown in Table 1. Manufacturers were slower to respond than
would be expected and government bodies faster to respond than ex-

pected. Business sales volume was not significantly related to
response time.
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Table 1. Response Time®* by Organizational Characteristics® and
Product Cost®.

10 days 11 days- more than Chi
oriess 3 weeks 3 weeks Total Square
Characteristics nEY¥ nE n (E) n  Values
Type of Organization
Manutfacturer 27 (38.2) 59 (56.1) 56 (47.7) 142
Wholesaler 5 (43) 7 63) 4 (54 16
Nationa! Retailer 7 (86) 14(11.9) 9(10.1) 30
Loca! Retailer 11 (75) 9 (36) 8 (9.4) 28
Government &
Education 18 (89.9) 11(146) 8(12.4) 37 17.24**
Total 68 100 85 253
Title of Respondent
Consumer Affairs 20 (31.8) 47 (42.5) 46 (38.6) 113
Manager® 10 68) 7 (8.0) 7 (82) 24
Owner/President 14 (8.7) 9(11.7) 8(10.6) 31
Marketing! 6 (76) 12(102) 9 (8.2) 27
Miscellaneous9 16(11.0) 13(14.7) 10(13.3) 39 16.86°°
Total 66 88 80 234
Cost in Dollars
No Chargeh 9 (57) 6 (82) 6 (7.4) 21
.01 thru 1.00 5. (7.00 10(102) 11 (8.8) 26
1.01 thru 5.00 18 (22.9) 34(33.2) 33(28.9) 85
5.01 thre  20.00 16 (17.3) 26 (25.0) 22 (21.8) 64
20.01 thru  100.00 10 8.7) 18(14.1) 8(122) 36
100.01 thru 8,000.00 11 65 6 (94) 7 (82 24 12.77*°
Total 69 100 87 256

Length of time for receipt of organizationa! response in days
Includes only organizations that sent rasponses

Includes goods and services

Expected cell frequency calculated :rom marginal totals
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Includes department or regional manager

Includes public reiations and sales product managers
Inciudes quality control, product specialist, personnel
Includes goods and services that would be difficuit to vaiue.

T "o

The title of the organization respondent was significantly (p=.05)
related to response time as shown in Table 1. Consumer affairs pro-
fessionals were slower to respond than expected while managers and
owners/presidents were faster to respond than expected. Product

cost was significantly related to the organization’s response time as
shown in Table 1.

Form of Response

The majority of organization responses (67 percent) were by
letter. Almost 16 percent of the responses were by telephone calis

and 12 percent were by sending a coupon or replacement product
unaccompanied by a letter.

Table 2. Type of Response by Organizational Characteristics® and
Product Cost?

Letter Other
Response  Response
Tatal Chi
Square
Characteristics (n) n (%) n (%) n (%) Values
Type of Organization (252)
Manufacturer 116 (68.6) 25 (30.1) 141 (56.0)
Wholesaler 8 4.7) 8 (9.6) 16 (6.3)
National Retailer 16 (9.5) 14(16.9) 30 (11.9)
Local Retailer 7 (41) 21(25.9) 28 (11.1)
Government & 22 (13.0 15 (18.1) 37 (14.7) 4283°***
Education
Business Sales Volume (annual) (192)
«$1 million 8 (6.3) 16(25.0) 24 (12.5)
$1 million to 49 (38.3) 23(35.9) 72 (37.5)
$1 billion
»$1 billion 71(555) 25(39.1 96 (50.0) 1436°**
Title of Taspondent (234)

Consumer Affairs 98 (59.0) 15 (22.1) 113 (48.3)
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Manager® 16 (9.6) 8 (11.8) 24 (10.3)

Owner/President 16( 9.6) 15(22.1) 31(13.2
Marketingd 15 (8.0) 12(17.6) 27 (11.5
Miscellaneous® 21(12.7) 18 (26.5) 39 (16.7) 28.12*

Cost in Dotlars (255)

No Charge! 10(5.8) 11 (13.1) 21 (8.2)
.01 thru 1.00 16 (9.4) 10 (11.9) 26 (10.2)
1.01 thru 5.00 62(36.3) 23 (27.4) 85 (33.3)
5.01 thru  20.00 47 (27.5) 16 (19.0) 63 (24.7)
20.01 thru  100.00 24 (14.0) 12 (14.3) 36 (14.1)
100.01 thru 8000.00 12 (7.0) 12 (14.3) 24 (9.4) 10.07*
2  Includes only organizations that sent response
b Includes goods and services
¢ Includes department or regional managers
d  includes public relations and sales product managers
;’ Includes quality control, product specialist, personnet

Includes goods and services that would be difficult to value.
(e.g. television program.)

*++p«.001
* p».10

Form of response was compared to organizational characteristics
as reported in Table 2. Response forms included two groups: letters
and all other types of responses. There was a significant different in
response form for types of organizations. Manufacturers were 38.5
percent more likely to send a letter than use any other response form.
Local retailers were 21.2 percent more likely to respond to the com-
plaint using some means other than a letter.

A significant difference was found between form of response and
sales volume of the business (Table 2). Organizations with less than
one million dollars in sales were 18.7 percent more likely to use
nonletter than letter responses. Businesses selling over cne billion
dollars were 16.4 percent more likely to use nonletter than letter
responses.

Form of organization response varied with title of that organiza-
tion's respondent as reported in Table 2. Consumers affairs person-
nel were 36.9 percent more likely to send a letter compared with a
nonletter response. Yet, other categories of respondents were not as
oriented towards letter writing. An owner/presicient was 12.5 percent
more likely to respond with something other than a letter. The miscell-
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aneous category which included quality control, product specialist,
and personnel respondents were 13.8 percent more likely to send a
response other than a letter. Response form was weakly related to
product cost as shown in Table 2.

COMPLAINT RESOLUTION

Rate of complaint resolution was also determined. Seventy-one
percent of consumers receiving responses indicated that the
organization had resolved the complaint. Another 20 percent were
uncertain that their complaint with the organization was resolved and

nine percent felt that the complaint was not resolved by the organiza-
tion.

CONSUMER ACTIVISM

Participants in the study were also asked if, as a result of par-
ticipating in the project, they would again write a complaint letter.
Eighty-two percent of the participants would seek redress by writing a
letter to an organization. Intent to write future letters was not
significantly related to receipt of a response, length of wait for the
response, or complaint resolution.

CONCLUSIONS AND IMPLICATIONS

Responses to 353 consumer complaint letteis in the present
study indicate that organizations do respond to consumer complaint
letters, but some are more responsive than others. A majority of the
organizations did respond; however, one-fourth of the letters did not
receive a response. Organizations who did not respond to the letters
might consider establishing procedures for responding to consumer
complaints. , .nilar implication was note 1 in the Goodman, Frainer,
and Megna Study [2] which recommended that complaint-handling be
given higher priority, that the benefits be stressed, and that more cost
effective methods be employed. Companies that identify,
acknowledge, and manage complaints could maintain and increase

consumer loyalty, which was less costly than attracting new
customers.

Most organizations responded to the consumer's complaint
within three weeks. However, only 28 percent of the responses were
received within 10 days and 22 percent took longer than three weeks.
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It would appear that many organizations do not give an immediate
response to consumer complaints as was suggested by Ryan and
Martinson [4]. Organization characteristics which were associated
with quicker response time were government bodies, own-
ers/presidents, and managers. However, manufacturers and con-
sumer affairs staffs responded at a slower rate than expected.
Business sales volume was not signficantly related to response time.

Organizational responses were predominantly letters sent to con-
sumers. Manufacturers were more likely to respond using letters, but
local retailers were likely to find another means to respond. Close to
one-third of the organizations viewed telephoning and/or sending a
coupon or replacement product as an acceptable way to respond.

It appeared that organizations who responded resolved nearly-
three-fourths of the complaints, which is similar the Better Business
Bureau settlement rate [1]). This finding that one-fourth of the com-
plaints were not resolved suggests that those organizations with
complaint-handling procedures need to upgrade those procedures.

Eighty-two percent of the students stated that they would again
write letters regardless of receiving a response, length of time for
response, or complaint resolution. This may imply that students who
wrote the letters learned their consumer rights and are also likely to
take responsibility for seeking those rights. Hence, letter writing as an
initial means of seeking consumer redress is a worthwhile venture
and an appropriate use of instructional time.
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UTILITIES, POLITICS, AND CONSUMER WELL-BEING

William Sander
University of Illinois

Consumers are increasingly concerned and confused about
utility rate regulation. Increases in electric power rates, the breakup
of AT&T, and so on, have given rise to a new wave of political activity
by consumers and, subsequently, their political leaders. Indeed, this
previously mundane matter of utility rate regulation has moved into
the political limelight, for better or worse.

Although there is currently much discussion about fighting utility
rate increases, the key consumer issue revolves around the ability of
utilities to provide efficient (low-cost) service over the long-run. This
paper shall briefly review some of the issues regarding electric power
rates and the AT&T divestiture in Yight of the long-run interest of con-
sumers; particular attention will be given to lllinois.

THE CONSUMER'S INTEREST

In a competitive market, prices tend to reflect the marginal cost of
production. This implies that consumer well-being is maximized since
the last dollar that consumers are willing to spend on a product equals
the last dollar producers expend in producing the product. Thus, the
demands of consumers are met by producers at the most economical
cost (and price). :

In a monopolistic market, prices may exceed marginal cost.
Thus, producers may earn above-normal profits and consumers pay a
price above production costs. For this reason, monopolies such as
the OPEC oil cartel are adverse to the well-being of consumers.

In the case of utilities, prices are regulated by the government. It
is in the consumer’s interest that the regulated utility price reflects the
marginal cost of production as in a competitive market. |f utility rates
are above the incremental cost of production, they will not reflect con-
sumer demands. Thus, as in the case of a monopoly, the utility will
earn excess profits and consumer well-being will be reduced.

The well-being of consumers will also not be served by rates that
are below costs. In this case, shortages will eventually occur because
an adequate incentive is not provided to meet consumer demands.

Although efficient prices (based on marginal production costs)
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generally serve the consumer’s interest, they may not ensure that
low-income consumers have access to the product. Similarly, cotn-
petitive prices for cars and foreign vacations are usually prohibitive for
the poor.

To the extent that society wishes to ensure that low-income con-
sumers have access to electric power, and telephone service there
are several alternatives. The most efficiont means of helping the poor
is simply by redistributing income to them. Thus, they would have the
ability to purchase the products of utilities if they choose to do so.
Similarly, income could be transferred to the poor for the particular
purpose of paying utility bills.

A less efficient means of helping the poor is to charge them rates
below the marginal cost of production. This means that other utility
users have to pay rates that exceed the marginal cost of production.
To the extent that the tax on non-poor consumers is minimal, this may
not be a problem. However, as the level of redistribution increases,
the economic well-being of non-poor consumers will decline since
they will be taxed to subsidize the poor. In addition, the subsequent
higher utility rates will be adverse to industrial development, since
business will generally be taxed as well. Also, if the rates to the poor
are at very low levels, this will encourage waste.

CURRENT ISSUES

Two of the most important issues, at the present, in the utility
arena are the AT&T breakup and power rate increases. The AT&T
divestiture is the product of a suit brought against them in 1974 by the
Department of Justice for restricting competition. In 1982, and agree-
ment was reached between AT&T and the Department of Justice to
divest AT&T of its 22 local Bell operating companies.

One of the economic reasons for the AT&T divestiture was that
AT&T had been taxing long-distance users to subsidize local calls. It
has been estimated that long-distance rates were 60 percent above
the marginal cost of long-distance calls [3]. Thus, the concept of effi-
cient pricing was being grossly violated.

With competition in the long-distance market, rates thus stand to
fall quite a bit. However, consumers will pay an increased cost of
making local calls. Consumers will have to pay for the demands they
make on the system just as consumers pay for the demands they
make on grocery stores, car dealers, and so on. Thus, the breakup of
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AT&T is in the consumer’s interest, since the end product will be more
efficient prices.

Although the average consumer should gain from the AT&T
breakup, consumers who infrequently make long-distance calls may
be less well off, since they will have to pay more for local service. Toa
large extent, this is how it should be since there is little justification for
redistributing from long-distance users to local users. In fact, data in-
dicate that long-distance users are not necessarily richer than local
users [3]. Thus, taxing long-distance users cannot be justified on the
basis that they are economically better off.

Since 1940, the percent of families with telephones increased
from 37 percent to 92 percent. Without the subsidy to local users, the
number would have been 87 percent [3]. Thus, access to phone ser-
vice in the United States would be almost universal without a subsidy.
However, many are worried about a severe decline in access to phone
service unless it is subsidized. At most, phone service would become
unaffordable for some five percent of the population. To the extent
that society wouid like to maintain service to this five percent, aiter-
natives to a 60 percent tax on long-distance rates are available. In
California, a four percent tax on long-distance calls is levied to help
the poor pay their bills. Thus, a reduction in the long-distance tax
does not mean that access to service has to decline.

The case of electric power is probably more complex. During the
1950s and 1960s, there was substantial gains in productivity in this in-
dustry [1]. The productivity advances thus put downward pressure on
power rates. Between 1961 and 1965, power rates actually declined
in the U.S. [1]. Thus, utilities rarely had to go to regulatory commis-
sions for rate hike requests.

Also during this period, power rates tended to be based on the
value of service rather than the marginal cost of service. Thus, power
was not efficiently priced since some users of power paid either more
or less than its marginal cost [1]. This was the case in Illinois in the
past, although this practice (called cross-subsidization) is no longer
permitted.

During the 1970s, the position of power companies changed
dramatically. Productivity improvements declined; the price of energy
increased dramatically; prices, in general, increased substantially;
the economy declined; and so on. This brought about requests for
higher rates so that costs could be covered. The issue is even more
complex, since higher rates have been requested to pay for what
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might turn out to be bad investments by power companies. In the
private sector, prices automatically increased :0 reflect the higher
costs of oil, housing, food, and so on. But, utilities cannot increase
prices without government action.

In lllinois, consumers are very well aware of higher power rates.
As in the case of telephone services, the consumer’s well-being will
best be served if power rates reflect marginal costs and are high
enough to attract adequate capital into the industry. If rates are too
low, the rate of investment in power will simply decline and con-
sumers will subsequently experience a decline in service. This point
has been overlooked in most debates on power. The reality is that
normal rates of return on stock in power companies typical in the
1950s and 1960s, declined to subnormal returns during the 1970s.
Thus, experts predict substantial shortages of power in the future
because of inadequate investment row {1].

CURRENT POLITICS

As noted at the outset, utilities have become the grist for the
political mill. In llinois, most major ofiice holders and would-be office
holders seem to have taken a position on utilities. Their position is
usually quite simple: keep the rates low.

Consumer groups are increasingly active in utility matters. One
important group that has been established in lllinois this past year is
the Citizens Utility Board (CUB). To date, this group has over 125,000
members and is permitted to solicit members «nd funds via the utility
rate billing process.

This past year, CUB has opposed increases in power rates and is
increasingly vocal on the AT&T breakup, CUB'’s position is quite sim-
ple, as well: keep the rates down and let the stockholders pay for bad
decisions. Another major force is industry; and it is interesting to note
that even though industry is the major power user in lllinois, they have
generally suppcrted rate increases.

To a large extent, citizen groups and politicians have very little
appreciation for efficient utility prices. Politicians push for lower
prices to win votes and consumers push for lower prices because they
perceive they will be better off. Although it may seem somewhat
ironic, business groups may be the most important political promoters
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of the consumer’s interest, since industry has to have efficient prices
to compete successfully with firms elsewhere.

The experiences of many low-income countries have proven that
when prices are the product of political pressures, the consumer
ultimately is hurt. This is particularly true in the case of food in the
developing world. Urban consumers demand low food prices and
their political leaders respond by regulating food prices below what
the market would determine. The problem thzt evolves is that farmers
do not supply enough food because of the low prices. The by-
Products of this are food shortages and hunger.

One position is that politicians and interest groups should ensure
that the government has the capacity to regulate utilities efficiently. In
lllinois, the lllinois Commerce Commission (ICC) is charged with this
task. Studies indicate that they have not had the staff to do the best
Possible job [2]. Thus, investments in ICC are quite important if utility
rate regulation is to be efficient. Once again, the long-run interest of
the consumer is not necessarily in lower prices, although this may
seem to be an attractive option in the short-run. :
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EXAMINING ATTITUDES TOWARD CONSUMER ISSUES

Jean M. Lown
Utah State University

Often students, administrators, and the public assume that con-
sumer education deals only with good buymanship. However, con-

23

1n2




sumer educators strive to assist students in identifying important
economic, political and social issues which relate to their role as
responsible consumers. Lee [4] argues that consumer educators
have the responsibility to include content on values, citizen respon-
sibilities, and our economic system along with consideration of moral
issues in our curriculum. An effective approach to illustrating the
broad range of issues encompassed by consumer education is to ad-
minister an attitude survey at the beginning of the course and use the
results to initiate discussion of pertinent issues.

PROBLEM STATEMENT AND PROCEDURES

Because previous research [2, 3, 5, 6] has shown that con-
sumers, consumer advocates, and business representatives often
disagree on consumer issues, there existed a need for an instrumert
for assessing attitudes toward these issues. The purpose of develr.p-
ing a consumer issues scale was to provide a useful research and
teaching tool for measuring attitudes toward enduring consumer
issues.

in view of these concerns the specific objectives of this study
were:

1. to develop a consumer issues attitude scale,

2 to establish the internal consistency reliability and the cri-
terion related validity of the scores on the instrument, and

3. to determine whether consumer advocates, business repre-
sentatives and consumers held different views on these issues.

The first step was to identify significant consumer concepts cen-
tral to the consumer interest. Thus, a description framework of the
consumer interest was developed based on a review of literature. The
framework consisted of seven categories: Safety and Protection,
Choice, Consumer Voice, Information, Redress, Consumer Educa-
tion, and Public Policy. Content validity of the framework was af-
firmed by a jury of nine university faculty familiar with the field of con-
sumer education and members of a state consumer education
organization.

To develop the attitude scale, 150 issue statements (some
adapted from previous studies [2, 3, 5]) were selected. Preliminary
analysis using the jury of state consumer education association
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members reduced this number to 73 for the pilot study. To avoid
response bias, approximately half of the preliminary issue statements
were worded to reflect a “‘pro-consumer’’ viewpoint; agreement with
the item would likely reflect an attitude consistent with that of a con-
sumer advocate. The remaining statements were written to reflect a
diametrically opposed view. The direction of each statement was sub-
jected to verification in the pilot study. These statements were
pretested with a sample of 25 consumer advocates, 55 business
representatives, and 100 consumers who ranked the statements as to
importance and degree of agreement on two 5-point Likert scales.
Scores on each item ranged from one-to-five points for importance
and for agreement. The rating scale for agreement was reversed for
negatively phrased statements.

Group membership was the criterion used to evaluate the validity
of the scores on each statement. Crosstabulation of responses to the
agreement scale with group membership and the chi square test of in-
dependence were used to evaluate the criterion related validity of the
scores on the subscales. Data were analyzed using Pearson product
moment correlation coefficients, one way analysis of variance, plot-
ting of the item reliabilivy indexes, and Cronbach’s alpha. Items that
were not contributing to internal consistency reliability and criterion
related validity or that had low importance ratings were revised or
eliminated from the instrument.

The revised instrument consisted of 51 issue statements and a
5-point Likert scale for expressing the strength of agreement with
each statement. Final data were collected from a convenience sam-
ple of 101 consumer advocates representing each state and the
District of Columbia, 150 business representatives who were cor-
porate officers of a random sample of Fortune 500 companies, and a
random sample of 250 consumers living in a northeastern state.

RESULTS AND DISCUSSION

The overall response rate was 61.1%. Pearson subscalz to total
score correlations for the 51 items ranged from .72 to .94. Alpha
values for the seven subscales ranged from .45 to .93. Item analysis
revealed that two issue statements did not contribute to the reliability
and validity of the subscale scores and were deleted from the instru-

ment. The final version of the Consumer Issues Attitude Inventory
consisted of 49 statements.
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A one way ANOVA revealed significant differences (.05 level)
between pairs of group means on all seven subscales. The Scheffe
test indicated that all three groups were different in their attitudes on
the Choice, Consumer Voice, Redress, and Consumer Education
subscales. Mean scores of advocates differed from those of con-
sumers on the Safety and Protection, Information, and Public Policy
subscales. The business representatives had the lowest mean scores
on each subscale while consumer advocates had the highest mean
scores on ail subscales except Information. Consumers scored high-
est on Information but the difference in mean scores compared with
advocates was not significant at the .05 level.

Mean scores of business representatives differed from advocates
on all seven subscales, thus confirming the criterion related validity of
the scores on the subscales. The same relationship among group
mean scores also held true for total scores on the attitude scale.
Based on a scoring system of 1-5 for each statement, the mean total
scores were: consumer advocates 3.91, consumers 3.70, and
business representatives 2.51.

No clear relationships were evideni between mean attitude
scores of the consumer group based on sex or age. However, the
scores of high income consumers ($40,000 or more) differed from
those of low and moderate income consumers. Mean attitude scores
of consumers were related to education; persons with a post bac-
calaureate education expressed attitudes more consistent with those
of the business sample.

Not surprisingly, the business respondents expressed strong
support for freedom of choice in the marketplace and less govern-
ment regulation. Advocates and consumers alike strongly supported
government’s role in protecting consumer health and safety. Con-
sumers and advocates strongly agreed that businesses often to not
listen to consumers. While the business group overwhemingly
disagreed that more consumer protection agencies are needed, ad-
vocates and consumers strongly supported the proposal. With
respect to redress, advocates expressed the strongest support for
more consumer complaint resolution mechanisms while the business
group was least supportive of such proposals. Fully one-fourth of the
business sample was uncertain whether existing complaint handling
procedures were adequate. Advocates and consumers did not agree
that it was easy to get consumer complaints resolved. The business
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group agreed that ‘‘consumer education should be substituted for
more government regulation,” while advocates and consumers were
divided on this issue.

SUMMARY AND IMPLICATIONS FOR
CONSUMER EDUCATION TEACHERS

To summarize, the business representatives expressed attitudes
toward consumer issues which were consistently different from those
of consumer advocates and consumers. They were least supportive
of activities and policies designed to promote the interests of con-
sumers while advocatss were most supportive of such actions.
Business executives expressed different attitudes toward energy,

environmental and sccial welfare issues compared to advocates and
consumers.,

The following conclusions were drawn from this study:

1. The internal consistency reliability of the scores on the Con-
sumer Issues Attitude Inventory was confirmed.

2. The criterion related validity of the scores on the Consumer
Issues Attitude Inventory was confirmed. '

With respect to the attitudes expressed by the three respondent
groups, these conclusions were made:

1. The business respondents were least supportive of actions to
promote the consumer interest.

2. The attitudes of consumers were similar to those of advocates
on most issues.

3. Of all the categories of the consumer interest, consumers
were most concerned with the right to information.

4. Attitudes of the consumers toward consumer issues appeared

to be unrelated to sex and age, but may vary with income and educa-
tional level.

The Consumer Issues Attitude Inventory (CIAl) can be used to
determine the extent of attitude change in a pre- and post-test
research design with consumer education classes. The teacher could
administer the CIAl at the start of a course to obtain a profile of the
students’ attitudes and to generate class discussion. By comparing
student scores to mean the scores of the three reference groups, the
teacher can assess the general attitudes of the class.

Although a specific objective of consumer education should not
be to change the attitudes of the students [1}], evidence of such
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change at the ~nd of a course might be interpreted to indicate that
students were challenged to examine the opinions they had when
they started the class. Bonnice [1] cautions that attempts to change
student attitudes should be approached carefully. *‘it is not the role of
the consumer educator to engage in brainwashing or to espouse a
particular point of view.”” According to Bonnice, ‘‘one of the goals of
an effective consumer education program is to encourage students to
explore all sides of an issue.”

Teachers could use the CIAl in its 49 item, 7 subscale form or
administer selected subscales. While the issue statements were
designed to represent enduring issues that would not become dated
quickly, teachers might select a few current topics and write issue
statements of their own. Students could develop statements based
on the model of the CIAl to focus on issues most salient to them. Like
the CIAIl, the instrument should be designed with an approximately
even split between positive and negative statements.

Students could use the instrument to solicit opinions from fellow
students, community leaders, business executives and legislators. By
sharing the results of a consumer attitude survey with key decision
makers, the students could convey their ideas on issues to persons
with the power to initiate change.

Educators working with adult groups could adapt these sugges-
tions to suit their objectives. Such groups are often concerned with
improving situations in the local community. By developing and ad-
ministering a consumer issue survey geared to local needs, recom-
mendations could be offered to public officials and consumer action
groups. Results could be disseminated through the local media and
students could be encouraged to write news articles and press
releases to share their findings.

The value of the CIAl and any surveys based on this model is in
encouraging discussion of differing viewpoints. Such an instrument
would te an appropriate way to introduce students to the study of dif-
ferent economic ideologies. By comparing their responses to those of
the consumer advocates, business representatives and consumers,
each student can develop a frame of reference for examining their
own economic ideology.

The value of the CIAI for the teacher is in having access to a
model instrument where the reliability and validity of the scores have
been established. The objective of the teacher should not be to in-
fluence the attitudes of the students toward a particular point of view,
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but to challenge the students to examine their own attitudes and the
basis for them.

Copies of the survey instrument are available from the author,
Department of Home Ezonomics and Consumer Education, Utah
State University, Logan, UT 84322,
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CONSUMER BOOKSHELF
Selected reference titles for consumer educators

THE BANK BOOK: How to Get the Most for Your Banking Dollars,
Consumer Federation of America, Suite 604, 1424 - 16th St., NW,
Washington, DC 20036.

TEST AND PROTEST: The Infiuence of Consumers Union, Norman
Isaac Silber, Holmes & Meier Publishing.

INFLUENCE: Science and Practice, Robert B. Cildini, Scott, Fores-
man and Company, 1900 E. Lake, Glenview, IL 60025,

MUTUAL FUND FACT BOOK, investment Company institute, 1600 M
Street, NW, Washington, DC  20036.

ADVERTISING AND THE AMERICAN DREAM, Roland Marchand,
University of California Press, 1095 Essex Street, Richmond, CA
94801.

THE FUTURE OF CONSUMERISM, Paul N. Bloom and Ruth Belk
Smith, Lexington Books, 125 Spring St., Lexington, MA  02173.

THE CAR BOOK, Center for Auto Safety, 2001 S St., NW, Washington,
DC 20009.

MONEY AND YOUR CHILDREN: Suggestions for Parents, Fred E.
Waddell, Genesis Press, Box 66929, Baton Rouge, LA 70896.

WHO TO TRUST WITH YOUR MONEY, John Barnes, William Morrow
and Co.; 105 Madison Ave., New York, NY 10016.

NINETY DAYS TO FINANCIAL FITNESS, Don & Joan German, Mac-
millian Publishing Co., 866 Third Ave., New York, NY 10022.

FINANCIAL PLANNING FOR THE HANDICAPPED, Don P. Holdren,
Charles C. Thomas, Publisher, 2600 South First St., Springfield, IL
62717.

MANAGING YOUR MONEY WITH YOUR IBM PC, Amihai Glazer,
Prentice-Hall, Inc., Englewood Cliffs, NJ 07632.
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ILLINOIS CONSUMER EDUCATION ASSOCIATION

CALL FOR ARTICLES
for
THE 1987 ILLINOIS JOURNAL OF CONSUMER EDUCATION

Articles should fall into one of the following three categories:

A. POSITION PAPER. A discussion of consumer education
issues, problems, and trends including social and economic
developments related to consumer education content,
consumer legislation, and selection of instructional
materials.

B. RESEARCH SUMMARY. A presentation of recently com-
pleted research including: (a) the problem statement and
procedures; (b) a summary of the findings and conclusions;
and (c) implications for consumer education teachers.

C. BOOK REVIEWS: A summaryand analysis of textbook and
general interest books of value to consumer educators. The
review should inciude the following information: Title;
Author(s); edition; Publisher, address; publication date;
number of pages; cost.

Format considerations:

1. All manuscripts should be double-spaced including text, quotes,
footnotes, and references. Manuscripts should be limited to six
(6) pages excluding references, tables, and charts.

2. Subheads are encouraged to highlight the main sections of the
article.

3. Please submit three (3) copies of the manuscript.

References should be indicated by a number between square
brackets, which refers to the item on the ‘‘References" list at the
end of the manuscript.

All articles should be submitted
for consideration by November 1, 1986.
Submit two (2) copies to:
Les R. Dlabay
Dept. of Economics and Business
Lake Forest College Lake Forest, IL 60045
312/234-3100 (Ext. 439) or 312/223-5093 (Home)
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ILLINOIS CONSUMER EDUCATION ASSOCIATION

HISTORY AND PURPOSE
The llinois Consumer Education Association, the first state consumer
education association nationwide, was organized in 1973 to expand consumer
education and foster professional growth in the teaching of consumer educa-
tion at all levels. ICEA will strengthen the implementation of Senate Bill 977,
passed in 1967 and amended in 1975, 1977, and 1979, which states:

*‘Pupils in the public schools in grades 9 through 12 shall be taught and be required to study
courses which include instruction in ther area of consumer education, including but not
necessarily limited to instaiiment purchasing, budgeting, comparison of prices, and an
understanding of the roles of consumers interacting with agriculture, business, labor unions.
and government in formulating and achieving the goais of the mixed free enterprise system.”’

PUBLICATIONS

The lllinois Consumer Educator, the official newsletter for ICEA, is
published 3 times a year (usually in September, December, and May). This
publication updates liiinois teachers on state and national events and provides
a forum for teaching ideas as weil as a review of selected course materiais.

The Journal of Consumer Education is an annual publication. This
journal consists of articles, research summaries, book reviews, and other
features designed to improve consumer education teaching.

ANNUAL CONFERENCE

The Annual Statewide Conference is a major activity sponsored by ICEA.
This three-day meeting in February affords you the opportunity to hear impor-
tant speakers in the area of consumerism and to exchange methods of
teaching with teachers of many disciplines. A wealth of resource material is
aiso available for review.

WORKSHOPS

Statewide fall workshops are provided on selected consumer education
topics to assist teachers at all educational levels. These programs are held at
various locations throughout the state.

NETWORK SYSTEM

A statewide system has been organized to improve services to ICEA
membors on a regional basis. Increased membership involvement and com-
munication are the objectives of the network system.

CHERIE KERTZ
ICEA Membership Chairperson
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KNOTTY PROBLEMS IN CONSUMER EDUCATION

Ajay Bhasin, Mary F. Copeland, Roger Dickinson, Scott Painton
University of Texas at Arlington

Four problems which focus on consumer needs and problems
that have often not been appropriately covered in consumer behavior
courses are:

1. the development of appropriate strategies and systems of

purchase by consumers,

2. the evaiuation of the recreational value of shopping,

3. the examination of potential strategies that could be pursued

by groups, and

4. the appreciation of the impact on society of consumers’

economic votes.
While coverage of these problems may vary in emphasis across
curricula (consumer science, home economics, psychology,
sociology, marketing, textiles and merchandising departments),
taken together the consideration of these subjects should increase
students’ awareness of the manifold impact of firms' actions on
society, influence students to become more efficient consumers; and
improve students’ abilities to understand the behavior of consumers.

Purchase Systems

Studies indicate substantial differences in prices charged for
products and services by various retail outlets in the same geographic
area at one point in time [2]. These differences suggest that con-
sumers would benefit by developing patterns/strategies that reflect
their specific needs and relevant utilities weighted against the costs of
particular kinds of shopping and travel strategies [6;4].

A purchasing system does not dictate the adoption of a ‘‘buy the
cheapest’’ strategy. The objective of obtaining the best ‘‘value’’ does
not establish quality standards. Consumers should evaluate pur-
chases as a cost-benefit tradeoff in regard to individual standards of
product/service quality. Psychological, social, and other benefits
would be expected to vary in importance with each product/service.
Two exercises were designed to help students develop relevant
purchasing strategies.
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Exercise One

The project entails administering a consumer shopping orien'a-
tion survey to measure the student’s predisposition toward shopping,
and asking the student to develop a purchasing system which is
efficient as well as low cost.

A purchasing system may incorporate a number of comple-
mentary shopping/buying strategies, such as:

A. Scheduling store visits as a by-product of other travel (e.g.,
to and from work; doctor visits).

B. Only shopping discount stores or mainly discounters along
with sales at other relevant retail outlets as they occur.

C. Shopping several stores (3 or more) tracking sales and
unadvertised specials.

D. Taking advantage of advertised sales.
E. Using coupons and store handouts of various types.

F. Waiting for seasonal sales, buying on reduced price days
(theatre) or hours, days when double couponing is in effect.

Not ali strategies apply to all classes of products. The purchasing
system is the student’s own choice. The system is used for a peri~d
of six weeks. During that time, the student should keep records of all
purchases on forms appropriate to that activity. At the end of the
exercise, the consumer shopping orientation survey (Exercise Two)
should be readministered to assess the impact on the student's
predisposition toward shopping. Also, the student should provide
information on his/her system, the purchase records, and the success
of the exercise.

Exercise Two

To measure students’ general attitudes toward shopping, one
may use five or seven point Likert scales on the dimensions Strongly
Disagree/Strongly Agree for statements such as *‘l shop a lot for
specials.” Wells and Tigert [16] pretested statements like this on
activities, interests, and opinions.

Current shopping behavior can be measured by using five or
seven point Likert scales on the dimensions Never/Always for state-
ments concerning purchasing invoivement. Slama and Tashcian [13]
pretested many statements such as ‘‘| often take advantage of
coupon offers in the newspapers."’
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Once the consumer orientation survey is developed, it can be
administered before and after the students take part in the shopping
purchasing system project. Additional questions that may be pursued
regarding the ‘‘optimal/best’’ purchasing system for a consumer
include:

A. Should a search process focus on limiting or expanding the
number of brand or item alternatives [3; 4]? Everything else being
equal, the more items that a purchaser finds acceptable the more
likely he/she is to receive a ‘‘better buy” from the distribution system.
A prime goal in the search may be the elimination of unacceptable
alternatives rather than the selection of the most desirable item or
brand.

B. What are appropriate costs for storage, discount rates,
opportunity costs relevant to a specific consumer and/or groups of
consumers?

C. How shouid consumers compare existing low prices with
uncertain (lower or higher) future prices? For instance, should a
consumer purchase a $40.00 apparel item reduced to $10.00 or
should a consumer anticipate the possibility of a better price later in
that retail outlet or elsewhere, or perhaps there will be a ‘‘better buy”’
on a similar item?

D. What is the “‘optimal’’ quantity to purchase of specially
priced items?

E. Will a consumer’s perceived psychological rewards increase

over time from shopping for value, such as a night spent at a discount
store or at a sale?

F. Should purchase for a specific item be planned? How should
“sudden great buys’ be integrated into such a system?

Consumer Preferences

Shopping utilities (enjoyment or preferences) are considered to
be given, and to remain constant throughout the relevant time frame.
Product information search and evaluation costs are often based on
two assumptions. First, consumers regard shopping time as an
element of cost or negative utility (i.e., consumers do not receive
utilities from an outing or from shopping). Second, negative utilities
from shopping are assumed to be constant and resistant to change.

But individuals greatly differ in their utilities for shopping. Some
consumers enjoy shopping while some derive immense pleasure from
bargain hunting [14; 9; 7; 12). On the other hand, some shoppers
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have a very high disutility for shopping activities [10]. Given the wide
range of satisfaction derived from shopping, a common treatment for
all shoppers appears quite inaccurate.

Moreover, utilities can be altered through marketing effort, learn-
ing experiences, and social interactions. As a research exercise
employed to assess shopping orientation, Bhasin et al. [1] directed
subjects to develop “efficient’”” purchasing strategies. After utilizing
these shopping strategies for six weeks, the subjects were readmin-
istered the consumer shopping orientation survey. The results
demonstrated that subjects did indeed differ on the utilities derived
from shopping. Further, utilities changed as a result of the simulated
shopping experience.

Results such as these raise issues that are relevant to con-
sumerists concerning the creation of ‘‘information seekers’ [15], to
consumers managing information search and shopping activity, to
managers in understanding segmentation and promotional oppor-
tunities, and to academicians/regulators/legislators in considering
public policy issues regarding social benefits/costs of alternative
marketing strategies.

Consumers As Members of Groups

Marketers often treat consumers as environmental elements,
close to a state of nature. Consumers are not perceived as partici-
pants in game situations but as independent members of society.
But would consumer interests be more effectively served if their
actions were effectively coordinated?

Currently several groups attempt to influence market offerings to
the best interest of members. The American Association of Retired
Persons (AARP) intercedes in the market place by offering prescrip-
tion drugs and various insurances to members. Other groups have
tried to change the programs and political orientation of broadcast
media while others have organized to more fully take advantage of
coupons [11]. Recently some Maryland small businesses coordinated
their efforts by using their collective checking accounts as a means of
substantially reducing interest rates [5).

At least three important questions are raised with respect to
consumers and group action. First, is it moral, ethical, or even legal
for consumers to formally join in a common cause in order to inter-
cede in a marketing system? For example, might very large groups
(citizens of a city, members of a trade union, constituents of a political
party) organize and negotiate an agreement with a company to buy
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only that company’s goods under stipulated conditions? And if this
action is determined to be unethical or illegal, what criteria will be
used to organize such groups? Second, should consumer groups
structure their organization in order to compete with firms (e.g., con-
sumer and producer cooperatives) or should grouns negotiate with
existing marketing entities so that the consumers trade off the costs of
cooperating entities? Relatedly, why are consumer cooperatives
successful in some countries like Sweden, Switzerland, and England,
and not in the United States? Third, should the social impacts of the
groups’ actions be a key consideration? For example, should the
group consider the impact of its actions on the levels and types of
employment? This issue is considered in the next section.

Consumer Voting

Most members of society believe that their political votes should
be cast with consideration of a “larger good” and not for selfish
reasons. Consumers also vote by their purchases. Economic votes
create and maintain trading areas, shopping centers, individual
stores, products and so forth. Accordingly consumers create the
marketing institutions, products, and services that they vote into and
out of existence. However, consumers have not been educated in
nonselfish economic voting. Thus in the purchasing process, greed
supposedly facilitates a flourishirig economy which by its nature is
responsive to societal needs. Self-concern (greed) is often thought to
be the most efficient course of action in the economic arena. This
raises the question of whether or not consumers should use economic
voting to influence such areas as current and future prices, the cur-
rent and future environment, and the current and future lives of
others.

Few problems related to consumer voting are simple or obvious
in the many subjects that a class might consider [8]. For example,
should a wealthy consumer travel on a discount airline if that action is
expected to help sustain the discount airline and result in lower prices
on all airlines over time? Relatedly, should a wealthy consumer
purchase one of the few seats offered at low prices by **higher priced”’
airlines? Shoud a consumer buy a prestigious though highly energy
inefficient automobile? These issues’ complexities defy simple
answers.
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Conclusion

Shopping strategies can be developed and implemented to
improve or change consumer shopping utilities. Group alternatives
can be considered, as can the alternative of considering the impact of
economic votes.
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A SHORT TEST OF
CONSUMER DECISION-MAKING STYLES

George B. Sproles and Elizabeth L. Kendall
University of Arizona

Consumer educators have a need for methods to characterize
the particular decision-making styles that individuals use when mak-
ing purchases. This can help us understand the varied approaches
consumers use, educate consumers on the decision-making ap-
proaches they pursue, and develop educational and informational
strategies that improve these appsoaches.

Background and Statement of the Problem

A consumer decision-making style is defined as a mental orien-
tation characterizing a consumer’s approach to making consumer
choices. A consumer’s style has cognitive and affective characteris-
tics, for example quality consciousness and fashion consciousness.
In essence, it is a basic consumer personality, analagous to the con-
cept of personality in psychology.

Our problem was to develop a short, yet relatively complete
instrument which would measure fundamental characteristics of
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consumer decision-making styles. Previous literature suggested a
variety of app:oaches might be used, for example the psychographic
and lifestyle approach to consumer choices, the consumer typology
approach, and the consumer characteristics approach [1,2,5,7.8,
9.10]. Similarly, consumer economics literature also identifies funda-
mental consumer decision-making characteristics [3.4]. That litera-
ture focuses on specific consumer acts ranging from rational shop-
ping and quality consciousness to impulsiveness and information
overload in decision-making. Thus, the characterization of consumer
decision-making styles is multi-faceted, yet the literature does identify
fundamental characteristics that are keys to consumer decision-
making.

Based on review of the literature, we identified eight characteris-
tics as being among the most basic mental characteristics of con-
sumer decision-making. These were the basis for developing a
Consumer Styles Inventory [6]. This Inventory measured the
following eight characteristics: (1) Perfectionistic, High Quality
Conscious Consumer, a characteristic measuring the degree to
which a consumer searches carefully and systematically for the best
quality in products; (2) Brand Conscious, Price Equals Quality
Consumer, or one measuring a consumer’s orientation to buying the
more expensive, well-known brands: (3) Novelty and Fashion Con-
scious Consumer, a characteristic identifying consumers who ap-
pear to like new and innovative products and gain excitement from
seeking out new things; (4) Recreational and Shopping Conscious
Consumer, a characteristic measuring the extent to which a con-
sumer finds shopping a pleasant activity and shops just for the fun of
it; (5) Price Conscious ‘‘Value for Money’' Consumer, a charac-
teristic identifying those with particularly high consciousness of sale
prices and lower prices in general; (6) Impulsive, Careless Con-
sumer, one identifying those who tend to buy on the spur of the
moment and appear unconcerned how much they spend or getting
“‘best buys”’; (7) Contfused by Overchoice Consumer, or those con-
sumers perceiving too many brands and stores from which to choose,
experiencing information overload in the market; and (8) Habitual
Brand Loyal Consumer, a characteristic indicating consumers who
have favorite brands and storas, who have formed habits in choosing
these repetitively.

Procedure

A Consumer Styles Inventory measuring the eight mental
characteristics of decision-making was designed. Each characteristic
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was measured by six Likert scaled items. Items were ona 1to 5 point
scale with ratings of “‘strongly disagree"" to ‘‘strongly agree” as end
points. The instrument was administered to 482 high school home
economi